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SECURITIES EXCHANGE ACT OF 1934 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17054/August 8, 1980 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE CHICAGO BOARD OPTIONS EXCHANGE, 
INCORPORATED 


File No. SR-CBOE-80-20 


The Chicago Board Options Exchange, Incorporated 
(“CBOE”) submitted on July 31, 1980, a proposed 
rule change under Rule 19b-4 to provide that the 
CBOE shall announce to the trading floor and shall 
disseminate over its newswire the use of any trading 
rotation commencing after 2:30 p.m. (Chicago 
time); to eliminate the 3:00 p.m. deadline for the 
decision to employ a trading rotation which will 
extend beyond 3:10 p.m. (Chicago time); to permit a 
trading rotation in progress to be halted and a new 
rotation begun as soon as possible after 3:10 p.m. 
(Chicago time) if a final rotation is deemed 
necessary by floor officials; to limit to one the 
number of rotations that may be employed after 3:10 
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p.m. (Chicago time) in a class of options; and to 
require 10 minutes notice before the start of a 
rotation after 3:10 p.m. (Chicago time). 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
August 11, 1980. In order to assist the Commission 
to determine whether to approve the proposed rule 
change or institute proceedings to determine 
whether the proposed rule change should be 
disapproved, interested persons are invited to 
submit written data, views and arguments 
concerning the submission within 21 days from the 
date of publication in the Federal Register. Persons 
desiring to make written comments should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-CBOE-80-20. 


Copies of the submission, all subsequent 
amendments, all written statements with respect to 
the proposed rule change which are filed with the 
Commission, and all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. Copies of the filing and of any subsequent 
amendments will also be available at the principal 
office of the above-mentioned self-regulatory 
organization. 


For the Commission, by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17055/August 8, 1980 


NOTICE OF EFFECTIVENESS OF A PROPOSED RULE 
CHANGE BY THE DEPOSITORY TRUST COMPANY 


(File No. SR-DTC-80-4) 


Depository Trust Company (“DTC”) submitted a 
proposed rule change on August 4, 1980, pursuant 
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to Rule 19b-4 under the Securities Exchange Act, 
changing the surcharge imposed by DTC on deposits 
and withdrawals of securities issues that carry 
transfer agent fees. 


The foregoing rule change has become effective 
pursuant to Section 19(b)(3)(A) of the Securities 
Exchange Act of 1934 and Rule 19b-4 thereunder. At 
any time within sixty days of the filing of such 
proposed rule change, the Commission may 
summarily abrogate the rule change if it appears to 
the Commission that such action is necessary or 
appropriate in the public interest, for the protection 
of investors, or otherwise in furtherance of the 
purposes of the Securities Exchange Act of 1934. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
August 11, 1980. Interested persons are invited to 
submit written data, views and arguments 
concerning the submission within twenty-one days 
from the date of publication in the Federal Register. 
Persons desiring to make written submissions 
should file six copies thereof with the Secretary of 
the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-DTC-80-4. 


Copies of the submission, with accompanying 
exhibits, and of all written comments will be 
available for public inspection at the Securities and 
Exchange Commission’s Public Reference Room, 
1100 L Street, N.W., Washington, D.C. Copies of the 
filing will also be available at the principal office of 
the above-mentioned self-regulatory organization. 


For the Commission, by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17056/August 11, 1980 


An order has been issued granting the application of 
FLIGHTSAFETY INTERNATIONAL, INC. to withdraw 
its common stock ($.10 par value) from listing and 
registration on the American Stock Exchange, Inc. 





Volume 20, No. 14, August 26, 1980 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17057/August 11, 1980 


In the Matter of 


MIDWEST CLEARING CORPORATION (“MCC”) 
120 South LaSalle Street 
Chicago, Illinois 60603 


(SR-MCC-80-1) 
ORDER APPROVING PROPOSED RULE CHANGE 


On June 24, 1980, MCC filed with the Commission, 
pursuant to Section 19(b)(1) of the Securities 
Exchange Act of 1934, 15 U.S.C. 78(s)(b)(1) (the 
“Act’”) and Rule 19b-4 thereunder, copies of a 
proposed rule change that would permit. the 
chairman of the board of directors to set the salary of 
the president of the corporation and would designate 
the chairman as the chief executive officer of the 
corporation. 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release 
(Securities Exchange Act Release No. 34-16944, 


June 30, 1980) and by publication in the Federal 
Register (45 FR 45992, July 8, 1980). No written 
comments were received by the Commission. 


The Commission finds that the proposed rule 
change is consistent with the requirements of the 
Act and the rules and regulations thereunder 
applicable to clearing agencies and, in particular, 
the requirements of Section 17A and the rules and 
regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above mentioned rule 
change be, and it hereby is, approved. 


For the Commission, by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17058/August 13, 1980 


The Securities and Exchange Commission 
announced, pursuant to Section 12(k) of the 
Securities Exchange Act of 1934 (“Exchange Act”), 
the single ten-day suspension of exchange and over- 
the-counter trading for the period commencing at 
9:30 a.m. on August 13, 1980 and terminating at 
midnight on August 22, 1980 of the securities of 
Investors Funding Corp. of New York (including 
debentures of IFC Collateral Corp.), a New York 
corporation located at 630 5th Avenue, New York, 
New York. 


The Commission suspended trading in the 
securities of Investors Funding Corp. of New York at 
the request of the Reorganization Trustee in 
Bankruptcy pending release and dissemination of a 
Plan of Reorganization. 


The Commission cautions brokers, dealers, 
shareholders and prospective purchasers that they 
should carefully consider the foregoing information 
along with all other currently available information 
and any information subsequently issued by the 
company. 


Furthermore, brokers and dealers should be aware 
of the fact that, pursuant to Rule 15c2-11 under the 
Exchange Act, at the termination of the trading 
suspension, no quotation may be entered unless and 
until they have strictly complied with all the 
provisions of such rule. If any broker or dealer has 
any questions as to whether or not he has complied 
with such rule, he should not enter any quotation but 
immediately contact the staff of the Division of 
Enforcement in Washington, D.C. If any broker or 
dealer is uncertain as to what is required by Rule 
15c2-11, he should refrain from entering quotations 
relating to the securities in question until such time 
as he has familiarized himself with such rule and is 
certain that all of its provisions have been met. If any 
broker or dealer enters any quotation which is in 
violation of such rule, the Commission will consider 
the need for prompt enforcement action. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17059/August 13, 1980 


Admin. Proc. File No. 3-5951 
In the Matter of 


PLAYBOY ENTERPRISES, INC. 
File No. 1-6813 


ORDER INSTITUTING PROCEEDINGS PURSUANT 
TO SECTION 15(c)(4) OF THE SECURITIES 
EXCHANGE ACT OF 1934, AND FINDINGS AND 
ORDER OF THE COMMISSION 


The Securities and Exchange Commission 
(“Commission”) deems it appropriate and in the 
public interest that proceedings pursuant to Section 
15(c)(4) of the Securities Exchange Act of 1934 
(“Exchange Act”) [15 U.S.C. 780(c)(4)] be instituted 
with respect to Playboy Enterprises, Inc. (“Playboy”) 
to determine whether certain reports filed by 
Playboy with the Commission during the period 
1971 through 1979 failed to comply in any material 
respect with the provisions of Section 13(a) of the 
Exchange Act [15 U.S.C. 78m(a)] and the Rules and 
Regulations promulgated thereunder.’ 


Simultaneously with the institution of these 
proceedings, Playboy has submitted an Offer of 
Settlement, Consent and Undertakings (“Offer of 
Settlement”) for the purpose of disposing of the 
issues raised in these proceedings. Hugh M. Hefner 
(“Hefner”), Playboy’s Chairman and Chief Executive 
Officer, has also submitted certain undertakings to 
the Commission. Under the terms of the Offer of 
Settlement, Playboy, solely for the purpose of these 
proceedings, consents to the issuance of this Order 
and makes certain undertakings which are accepted 
by the Commission as detailed hereinafter. Playboy 
consents to the Findings and Order of the 
Commission and Playboy and Hefner enter the 
undertakings without admitting or denying any of the 
Findings herein, and on the understanding that 
nothing herein shall constitute an adjudication of 
any issue of fact or law. 


The Commission has determined that it is 
appropriate and in the public interest to accept the 
Offer of Settlement of Playboy and the undertakings 
of Playboy and Hefner on the understandings stated 
above, and accordingly is issuing this Order. 
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| 
DESCRIPTION OF RESPONDENT 


Playboy is a Delaware corporation with its principal 
offices located in Chicago, IIlinois. The company was 
founded in 1953 for the purpose of publishing 
Playboy magazine. The company also publishes Oui 
magazine and engages in the resort hotel and casino 
businesses, among others. Playboy became a public 
company in 1971. The company’s common stock is 
registered with the Commission pursuant to Section 
12(b) of the Exchange Act [15 U.S.C. 78/(b)] and is 
listed for trading on the New York and Pacific Stock 
Exchanges. Hefner, the company’s founder, is 
Chairman of the Board of Directors and Chief 
Executive Officer. Since Playboy became a publicly- 
held company, Hefner has owned approximately 
72% of the company’s common shares issued and 
outstanding. The company has approximately 
25,000 other stockholders of record. 


II 
FINDINGS 
A. Introduction 


The federal securities laws require registrants fully 
to disclose, among other things, all forms of 
remuneration provided to their officers and 
directors, as well as company transactions in which 
officers, directors or 10% shareholders have a direct 
or indirect material interest. Possible conflicts of 
interest and the use of corporate assets for the 
personal benefit of officers or directors are required 
to be disclosed in a wide variety of filings with the 
Commission, including prospectuses, proxy 
statements and annual reports to the Commission. 
Since becoming a public company in 1971, Playboy 
has in. significant respects failed to make 
disclosures required of it in these vital areas of 
required disclosure to its stockholders and the 
investing public in general. 


Playboy has failed to make adequate disclosure of 
the facts that it provided Hefner with living quarters 





‘Section 15(c)(4) of the Exchange Act permits the 
Commission to issue findings and order compliance 
with respect to failure to comply in any material 
respect with the provisions of Sections 12, 13 or 
15(d) of the Exchange Act and the rules thereunder. 
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in the Mansions, together with food and other 
significant personal services, and that it provided 
accommodations and personal services for Hefner's 
personal guests in the Mansions, all at rental rates 
paid by Hefner which were not determined on the 
basis of any system for identifying costs. Playboy has 
also failed to disclose other benefits received 
without charge by Hefner and a variety of personal 
benefits received by other officers and directors. 
Playboy’s Audit Committee determined that the total 
amount of all such benefits received over a period of 
approximately eight years was in excess of $2 
million.? 


Among its other assets, Playboy owns and maintains 
two properties known as the “Chicago Mansion,” in 
Chicago, Illinois, and “Playboy Mansion West” 
(“PMW”), in Los Angeles, California. Hefner has 
resided at one or the other of the Mansions since 
before Playboy became a public company. He has 
had no other residence. For his usage of the 
Mansions, Hefner paid rent to the company at an 
annual rate of $7800 from 1964 to 1975 and at an 
annual rate of $36,000 thereafter.? 


While the original agreement between Hefner and 
Playboy regarding his living quarters was a standard 
apartment rental lease, company officials, including 
Hefner, maintain that the amounts paid by him were 
meant to cover the various services rendered by the 
company as well as his living quarters and the 
occasional use of the Mansions by Hefner's personal 
guests. The fact that some rent was charged Hefner 
indicates that Hefner and the company had an 
understanding that he would pay the company for 
his personal use of company facilities. The pertinent 
questions, therefore, are how much personal benefit 
he obtained and the amounts he should have paid 
therefor. 


Hefner's annual rental has not been sufficient to 
cover the value of the accommodations, goods and 
services received by Hefner during this period. 
Further, the annual rentals were calculated without 
the use of procedures designed to ensure the 
fairness of these arrangements to the company’s 
public stockholders.’ 


Moreover, for a long period of time following 
Playboy’s becoming a publicly-held company, the 
company’s internal controls remained in need of 
improvement. In the words of Playboy's Audit 
Committee, “Playboy failed to give management 
relationships and transactions the careful scrutiny, 
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After the commencement of an_ informal 
Commission staff investigation into undisclosed 
personal benefits, Playboy's Board of Directors 
authorized its Audit Committee to commence an 
investigation into remuneration and benefits 
provided to management. The Audit Committee 
focused primarily on the period from November 3, 
1971 through December 31, 1978. The Audit 
Committee rendered a Report to the company’s 
Board of Directors on January 31, 1980, copies of 
which were submitted to the Commission. A 
summary of this Report was filed with the 
Commission as an exhibit to a Current Report on 
Form 8-K, and mailed to stockholders, on March 24, 
1980. 


The Report found that Hefner had received 
$602,399 in unauthorized benefits, in various forms, 
from 1971 through 1978, and that other corporate 
officials had received approximately $28,800 (and 
L34,000) more in unauthorized benefits during this 
same period. Hefner and the other officers repaid 
the amounts found to have been received without 
proper authorization, plus interest at 6%. Playboy 
thus has been repaid a total of $828,421 and 
L39,475. The Commission notes that the Audit 
Committee found a substantial amount of 
authorized personal benefits. Such benefits were not 
adequately disclosed. 


The Commission has not independently determined 
the validity of the Audit Committee’s valuations and 
thus is not endorsing them by referring to them in 
this Order. In fact, as set forth below, the valuations 
and the methodology underlying them raise certain 
disclosure and other issues. 


3Hefner spent 29% of his time at PMW in 1972, 45% 
of his time in 1973 and 60% of his time in 1974. 
Since 1975, Hefner has resided full-time at PMW. 
Nonetheless, Hefner paid the $7800 annual rental 
through September 1975, when the rental was 
changed to $36,000 per year. 


‘The $7800 annual rental in effect through 
September 1975 was originally set in 1964 and was 
based on an IRS agent’s report prepared in 
connection with an examination of Hefner’s 1960 tax 
return. The report stated that the fair rental value of 
Hefner’s accommodations at the Chicago Mansion 
was $650 per month ($7800 per year). There is no 
evidence in the report whether the IRS was aware of 
the extensive services rendered Hefner by the 
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and failed to establish the kinds of procedures, 
customary in corporations with a history of public 
ownership.” 


B. Undisclosed Benefits to Hefner 
1. Mansion-Related Benefits 


Playboy’s Audit Committee determined that Hefner 
should have been charged $212,749 for his basic 
accommodations for the period 1971-1978, 
$65,199 more than the amounts he paid for rent 
during this period. Hefner has paid the difference to 
Playboy, together with all other amounts which the 
Audit Committee determined he should be charged. 
The Committee also found that the value of other 
Mansion benefits received by Hefner for which 
meritorious claims lay against him (overnight guest 
accommodations, video products and services, 
meals and beverages, personal valet, miscellaneous 
guest provisions, and laundry and dry cleaning) 
totaled $370,160. (See discussion at pp. 20-22, 
below.) 


Description of Mansion Facilities 


The Chicago Mansion consists of two separate 
buildings. The principal building, 1340 North State 
Parkway, purchased in 1959 for $370,000 cash, is a 
four-story, 54-room stone structure containing 13 
apartments and bedrooms; a number of common 
areas, including a large ballroom and restaurant- 
type kitchen; and a six-car garage. After purchasing 
the building, Playboy added a swimming pool (with 
adjacent “underwater bar’), sauna, and recessed 
grotto. Playboy also converted first-floor space into a 
game-room and exercise room, and installed a wide 
assortment of electronic gadgetry, consisting of a 
variety of audio/video equipment and extensive 
security apparatus. Playboy purchased the second 
building, 1336 North State Parkway, in 1970 for 
$550,000 cash. This 20-room building comprises 
three additional bedrooms, a board room, an office 
for Hefner, and additional office and storage space. 
A dormitory with room for thirty Playboy Club 
Bunnies occupies the top floor of the two buildings. 
Improvements to the 1336 building consisted of 
general refurbishing and the installation of a single- 
lane bowling alley on the building’s lower level. 
Playboy's improvements to the Chicago Mansion, 
completed over the period from 1959 to 1977, cost 
approximately $3.2 million. Playboy absorbed the 
total cost of operating the Chicago Mansion, less 
Hefner's rent and rent by the Playboy “Bunnies” 
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residing in the dormitory. The total amount spent by 
Playboy on operating costs for the Chicago Mansion 
during the period 1971 to 1978 was approximately 
$9.15 million, which amount included depreciation 
charges of $2.57 million. 


Hefner's accommodations were located on the 
second floor of the Mansion. They comprised a 
master bedroom suite, consisting of a bedroom, 
bathroom, living room and sitting room. Located on 
the first floor and accessible through Hefner’s 
bathroom is the “Roman Bath,” an elaborate 
bathing/sleeping area. Adjoining the suite are a 
study, library/work area and conference room, 
which were available to Hefner for use as office 
space. 


Playboy purchased Playboy Mansion West in 1971 
for $1,050,000 cash. It consists of a 30-room Tudor- 
style stone structure set on 5% wooded acres. The 
main floor consists of a two-story hall, living room 
(with built-in movie screen and antique pipe organ), 
library, dining room, breakfast room and 
kitchen/servants’ dining area. The second floor 
comprises a master bedroom suite, five furnished 
guest rooms and four offices. Above the master 
bedroom is an attic, converted in 1979 at a cost of 
approximately $400,000 to an office for Hefner. The 
master bedroom suite consists of a bedroom, 
bathroom, and dressing area. The bedroom contains 
an extensive array of audio/visual equipment, which 





Footnote 4 Continued 


company (see infra). In 1969, Hefner’s lease in the 
Chicago Mansion was extended unchanged through 
1972 and was used for tax reporting purposes 
through September 1975. No modification was 
made in the rental to account for inflation or the 
improvements made on the property at company 
expense (see infra). 


The $36,000 annual rental became effective in 
October 1975; Hefner signed a new, one-year lease 
for his use of PMW. The Board of Directors of the 
company vested discretion to effect a new lease 
agreement with the company’s then Chief Operating 
Officer, and did not approve or ratify the actual lease 
agreement. No independent examination of the 
terms of the lease agreement was made at that time 
nor was any formal study of comparable lease values 
or other appraisal made. The lease was extended 
unchanged through 1979 but was amended in 1980, 
retroactive to July 1979. 
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is monitored through a small electronics control 
room. Two one-story outbuildings within the 
Mansion complex serve as a separate guest house 
and a game house. On the landscaped Mansion 
grounds are a lighted tennis court, a barbeque area, 
a swimming pool with a bathhouse/cabana/sauna 
and grotto, an animal shelter and a greenhouse/ 
aviary. The grotto, a cavern with underwater access 
and multiple sitting areas, contains individualized 
Jacuzzi systems and a stereophonic sound system. 


Playboy undertook substantial renovation of PMW 
after acquiring the property. The first stage, from 
1972 to 1977, principally related to work done 
outside the main house. !t included landscaping, 
installation of the pool, grotto, bathhouse, aviary, 
tennis court and barbeque, and work on the 
greenhouse, guest house and game house. The cost 
of the first stage improvements totaled 
approximately $5 million. The second stage of 
Mansion improvements, which began in 1978 and 
which Playboy anticipates completing in 1980, 
includes renovation of Hefner's master bedroom 
suite, including refurbishing of Hefner’s bedroom 
and the already completed attic conversion. The 
second stage improvements also include renovating 
the kitchen, replacing the furniture in the guest 
bedrooms and some additional work on the out- 
buildings. The estimated total cost of the project is 
$2.6 million, of which $1,035,000 is attributable to 
Hefner's quarters. Playboy absorbs all! the operating 
costs of PMW, less Hefner's rent. The total amount 
spent by Playboy on PMW operating costs duringthe 
period of 1971 through 1978 was approximately 
$11.5 million, which amount included depreciation 
charges of $1.87 million. 


Hefner’s Basic Accommodations 


After Playboy acquired PMW in 1971, Hefner spent 
increasing amounts of his time there until he finally 
changed his legal residence in 1975 from the 
Chicago Mansion to PMW. (See fn. 3 above.) 


A staff of butlers functions 24 hours a day in three 
eight-hour shifts to serve Hefner and Mansion 
guests. In addition to food and beverage service for 
guests at the Mansion,’ the butlers provide Hefner a 
large number of highly individualized services,® 
including following detailed instructions in 
preparing food and arranging Hefner's recreational 
games in a specified manner. Hefner takes virtually 
all of his meals at PMW and service to Hefner is the 
Mansion staff's highest priority. 
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Hefner and his personal guests also receive other 
daily living services, including laundry, dry 
cleaning,’ tobacco and pipes, toiletries and books 
and periodicals. These services are supervised by 
the butler staff, which pays particular attention to 
ensuring that Hefner’s needs are met consistently 
and expeditiously. 





‘Until recently, virtually all of Hefner's meals, 
including beverages, were provided to him at no 
additional charge by the company beyond his basic 
rental. Guests invited for business or promotional 
purposes, as well as Hefner’s personal guests, 
enjoyed similar meal and beverage privileges during 
their stays at the Mansions. In addition to meals and 
beverages served by the butlers, open supplies of 
food and beverages are available to all guests at 
regular buffets. Other incidental items were 
available for guests’ use in changing rooms and 
elsewhere. The resulting personal benefit to Hefner, 
calculated by determining the fair market value of 
equivalent services at a hotel or restaurant, was 
found by the Audit Committee to be approximately 
$150,000 for the period from November 3, 1971, 
through December 31, 1978. Further, the 
incremental cost to Playboy of providing meals and 
beverages to Hefner and his personal guests at the 
Mansions exceeds the fair market value of 
equivalent services at hotels and restaurants which 
are able to realize efficiencies from the volume of 
their food and beverage service. Because of a lack of 
a system for distinguishing between business and 
non-business expenses incurred in connection with 
the operation of the kitchen facilities, the Audit 
Committee found that it is not possible to determine 
with accuracy the incremental cost to Playboy. 


6Since before 1971, Hefner has required a Mansion 
butler to serve in part as a personal valet. Valet 
services provided to Hefner include his personal 
laundry and cleaning, shoeshines, the restocking of 
supplies and personal accessories, shopping and 
other personal errands. According to the Audit 
Committee, the provision of such valet services 
amounted to a personal benefit to Hefner of 
approximately $74,000 during the period November 
3, 1971 to December 31, 1978. 


7According to the Audit Committee, the provision of 
such laundry and dry cleaning service amounted toa 
personal benefit to Hefner of approximately 
$74,000, i.e., the cost to Playboy, during the period 
November 3, 1971 through December 31, 1978. 
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Hefner's Personal Guests at the Mansion 


Personal guests of Hefner have stayed at the 
Mansions for extended periods of time. They 
included Hefner’s family members, Hefner's 
girlfriends, and other friends and associates. The 
expenditure of corporate funds on these personal 
guests served no business purpose to the company. 
All Mansion guests enjoyed a wide variety of services 
and amenities. In addition to meals and beverages, 
they received the use of extensive recreational 
facilities, including swimming pools, a bowling alley, 
game rooms and a tennis court. Playboy’s Audit 
Committee found that, out of at least 21,949 
overnight guest “stays” at the Mansions, some 6020 
such stays were personal to Hefner and thus should 
be reimbursed to the company. The Audit 
Committee determined that the rate for such 
reimbursement should be Playboy's incremental 
cost of maid service, rather than the fair market 
value of these accommodations. For Hefner's own 
accommodations, however, a fair market value 
approach was used. The Audit Committee 
calculated the incremental cost of maid service as 
ranging from $2.62 per day in 1971 to $3.72 per day 
in 1979. The fair market value of Hefner's accom- 
modations was calculated as ranging from $55.74 
per day in 1972 and $128.04 in 1979. Since 1978, 
the Commission’s rules have required that, in 
disclosing the value of personal benefits, issuers use 
the higher of incremental cost to the issuer or, in the 
event of a significant difference, the amount the 
recipient would have to pay to obtain such benefits. 
17 C.F.R. §229.20.4, Instruction 2(d)(i). The Audit 
Committee calculated the value of such guest 
accommodations to be $18,016; had a fair market 
value approach been followed, the amount would 
have been substantially greater. (See p. 22, infra.) 


Video Equipment, Supplies and Services 


Playboy has spent substantial amounts on 
sophisticated video equipment, commercial films, 
blank films and tape cassettes for on-premises 
taping. This equipment is used by Hefner primarily 
for business purposes and much of it is located in his 
bedroom suite at PMW. The equipment purchased 
by Playboy has included four wide-screen projection 
systems, five video-replay/recorder units, three 
color TV monitors, and three low-light cameras. On 
occasion, Hefner has used some of this equipment 
for purely personal purposes. Playboy has also 
purchased an extensive collection of erotic films and 
cassettes, which the Audit Committee found to serve 
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the company’s editorial needs. A staff of four 
persons maintains the Mansion video equipment. 
The personal benefit to Hefner for this convenience 
was determined by the Audit Committee to be 
approximately $54,000, representing a small 
portion of the cost to the company of video 
department wages and equipment located in 
Hefner’s bedroom suite. 


Entertainment Expenses 


During the relevant period, Hefner hosted frequent 
parties at the Chicago Mansion and PMW. These 
parties involved, among other things, an open bar 
and buffet dinner followed by the screening of a 
movie or prize fight. Typically such parties were held 
on Friday and Sunday evenings. Parties were also 
held on certain special occasions, such as birthdays 
and holidays. A 1974 management study showed 
that the direct cost of such parties ranged from 
$1000 to $7000 per party. Although no figures are 
available which indicate accurately the total 
amounts spent per year by Playboy for 
entertainment at PMW, it is apparent it spent 
substantial sums on the parties given at PMW. 


Playboy has taken and continues to take the position 
that such expenditures are “promotional” in nature 
and thus benefit the company’s business activities. 
The Audit Committee did not take issue with this 
position. The company has been unable to 
demonstrate the precise corporate benefits derived 
from such expenditures. Whatever the promotional 
motivation, it seems clear that an essential objective 
of such expenditures was, and continues to be, to 
provide Hefner with a particular life-style. 


2. Limousine Service 


Limousine service has been available to Hefner and 
his guests at both Chicago Mansion and PMW. 
Playboy did not require any accounting for the 
personal usage of the Chicago and Los Angeles 
limousine services by Playboy employees. For the 
fiscal years 1971 through 1978 the operating costs 
of the limousine service were $390,049 for PMW and 
$237,459 for Chicago Mansion. These expenses are 
partially allocable to Hefner in the form of 
remuneration. The approximate incremental costs 
to Playboy attributable to the use of limousine 
service by Hefner and his personal guests during the 
period November 3, 1971, through December 31, 
1978, was found by the Audit Committee to be 
$11,317 at the Chicago Mansion and $20,943 at 
PMW. 
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3. Professional and Other Services 


Personal tax services for Hefner have been 
performed by the accounting firm of Coopers & 
Lybrand, the company’s auditors, for which fees 
aggregating approximately $20,000 were paid by 
Playboy pursuant to management authorization but 
without Board consideration. The corporation also 
paid at least $85,955 in legal fees in 1974 and 1975 
to a Washington, D.C. law firm for services rendered 
in connection with an investigation by the U.S. 
Attorney’s office in Chicago into possible drug usage 
at the Chicago Mansion, which investigation resulted 
in complete exoneration of Hefner and the company. 
The firm was hired as Hefner’s personal counsel on 
the advice of company counsel that Hefner should 
have his own counsel. It is the view of the company 
and of the firm that the firm actually represented 
both Playboy and Hefner, although he was initially 
viewed by the company as Hefner’s personal lawyer. 
The Board of Directors, in February 1975, ratified the 
company’s retention of the firm to represent both 
Playboy and Hefner, and the Audit Committee found 
no meritorious basis to recover any amounts from 
Hefner in this regard. Since the payment of these 
fees was at least partly for the personal representa- 
tion of Hefner, however, it should have been 
disclosed. 


Hefner has in the past regularly used Playboy 
employees to monitor and report on his personal 
financial affairs. The services consisted of, among 
other things, maintaining certain financial records, 
assembling information necessary for preparation of 
Hefner’s income tax returns, and monitoring his 
personal investments. These services were never 
considered or authorized by the Board of Directors. 
The cost to Playboy of such services during the 
period November 3, 1971, through December 31, 
1978, was found by the Audit Committee to be 
$67,479. 


4. Complimentary Hotel and Club Charges 


Until recently, Playboy has had certain programs 
each of which was intended to provide a method for 
certain individuals to use the company’s hotel and 
club facilities without charge. The program utilized 
“C-1 Keys”, which were basically Playboy Club Keys 
for which statements were prepared and noted as 
being “complimentary”. Hefner was found by the 
Audit Committee to have received a total of $6,458 in 
remuneration through his and his family’s use of “C- 
1” cards. 
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5. Corporate Aircraft “Big Bunny” 


In July 1969, Playboy purchased a DC-9 aircraft 
named “Big Bunny” from McDonnell-Douglas at a 
cost of $5,336,812. Playboy extensively remodeled 
the interior of Big Bunny between fiscal 1970 and 
1972. The custom interior decoration was lavish— 
the plane contained a bedroom (with an extensive 
audio/visual system and shower), living room, 
conference and lounge area, kitchen, bar area and 
seven built-in video screens for inflight movie 
viewing. The cost of these improvements, which 
were authorized by Hefner, totaled $510,000. The 
total operating costs of the DC-9 during 1971 to 1976 
were $4.2 million, which amount included 
depreciation charges of $1.89 million. The aircraft 
was sold in 1976 for $4,225,000, which amount was 
$298,530 more than its depreciated book value at 
that time. 


The original purposes of the DC-9 were to generate 
publicity and to provide regular transportation for 
officers and employees. Actual usage as 
transportation was limited primarily to Hefner's 
travel. Of 191 flights between November 1969 and 
1976, Hefner travelled on all but three. Hefner 
personally approved the passenger list for each trip. 
An average of 12 persons accompanied Hefner on 
each flight. Passengers included Playboy personnel 
and their families, business associates and Hefner's 
family and personal guests. Big Bunny was 
principally used for “promotional” purposes and 
generated tremendous publicity. Although Playboy 
records generally fail to identify the purpose of 
particular trips, the Audit Committee found that only 
four trips were made for purely personal reasons. 
However, at least 25% of all passengers on Big 
Bunny flights were personal to Hefner. 


The Audit Committee found that the incremental 
cost to Playboy (which consisted principally of 
catering and airport limousine expenses) of the 
presence of Hefner's family and personal guests on 
Big Bunny was approximately $21,297. In addition, 
the Audit Committee found that Hefner owed the 
company $5,250 for the four flights which were 
made for purely personal reasons. 


C. Additional Personal Benefits 
In addition to the Hefner transactions described 
above, as the Audit Committee concluded, other 


officers of the company received over $1.0 million in 
undisclosed benefits, both authorized and 
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unauthorized by the Board of Directors, from 1971 to 
1978. This amount included such perquisites as 
complimentary hotel and club charges, 
automobiles, executive disability, loan guarantees, 
professional (legal and accounting) services, 
apartment usage, and limousine service. 


1. Stocks (English country house) 


Since September 1975 Playboy has used a country 
estate outside London, England (known as “Stocks”) 
as a training facility for employees of its United 
Kingdom gambling operations. The estate was 
originally purchased by Victor A. Lownes Ill, 
Playboy's Senior Vice President, a Director of 
Playboy, and the person in charge of the company’s 
club, resort and hotel operations, as his personal 
residence. Between September 1974 and June 
1976, Playboy spent approximately L125,000 on 
renovating Stocks to adapt it for use as a gaming 
school. Playboy then began use of Stocks for that 
purpose and was initially charged 60% of most 
Stocks’ operating expenses. In September 1976, 
with management approval but without formal 
Board consideration, Playboy was conveyed a 36% 
equity interest in Stocks. The instruments of 
conveyance, approved by Playboy's management in 
the United Kingdom, specified that Playboy would 
thereafter pay 90% of Stocks’ operating expenses. 
Playboy's Board of Directors did not approve this 
figure and senior management in Chicago were not 
aware of the size of Stocks’ operating expenses at the 
time of the conveyance. Although the trust 
agreement of September 1976 provided for 
reconsideration of the allocation of operating 
expenses from time to time, no formal reconsidera- 
tion has been made. Stocks’ operating expenses 
have cost Playboy between $200,000 and $250,000 
per year, which the Audit Committee concluded was 
fair and reasonable to Playboy. The Audit Committee 
found that Lownes owed the company L13,048 on 
account of various accounting errors regarding the 
license fee and certain other corporate expenditures 
on Stocks but not in respect to the foregoing 
operating expenses. He has paid this amount to 
Playboy, together with ali other amounts that the 
Audit Committee determined he should have been 
charged. 


2. Apartment and Hotel Usage 
Since October 1977, Playboy has rented an 


unfurnished three-bedroom apartment in the 
exclusive Belgravia section of London for use by 
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William H. Gerhauser, Executive Vice President of 
Playboy Club International, a second-tier subsidiary 
of Playboy, and his family. Total expenses paid by 
Playboy were 21,694.60 for rent and utilities. The 
Audit Committee found that the use of the apartment 
by Gerhauser served a valid business purpose of 
Playboy and was authorized by company executives 
but that its use by Gerhauser’s family was not 
properly authorized (it was not approved by any 
Board of Directors), and thus that Gerhauser owed 
the company an additional L12,874 for his family’s 
use of the apartment. Gerhauser has -paid this 
amount to Playboy, together with all other amounts 
that the Audit Committee determined he should 
have been charged. 


From November 1976 through October 1977, Derick 
Daniels, President and Chief Operating Officer of 
Playboy, and his wife occupied a one-bedroom 
apartment in the Chicago Mansion. Mansion staff 
provided maid and laundry service to Daniels. 
Although Daniels paid rent of $250 per month, the 
Audit Committee found that the fair market value for 
his quarters was approximately $585 per month. 
Accordingly, as a result of his residing at the Chicago 
Mansion, the Audit Committee found that Daniels 
realized a personal benefit of $2,850, which amount 
he has paid to Playboy. From October 1977 to 
February 1980, Daniels occupied a furnished two- 
bedroom suite in the Playboy Towers Hotel for which 
he paid the company $275 per month. The Audit 
Committee found that the market value of his 
quarters for the period from October 1977 through 
December 31, 1978 totaled $21,493, and that, 
accordingly, Daniels received a personal benefit of 
$17,643, which amount he has paid to Playboy, 
together with all other amounts that the Audit 
Committee determined he should have been 
charged. In its October 1978 proxy statement, 
Playboy disclosed the use of these quarters by 
Daniels but not the below fair market value rental. 


On a number of occasions, Playboy officers (and 
their families) have stayed for personal purposes at 
Playboy hotels and similar facilities at no charge or at 
discounts higher than those usually accorded 
employees. The amount of personal benefit received 
by such officers was found by the Audit Committee 
to total approximately $12,000. 


3. Professional Services 


Krupp & Miller (formerly Devoe, Shadur & Krupp) 


has long served as Playboy’s outside general 
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counsel. During the relevant period, Playboy paid the 
firm $7,434 for personal services rendered to ten 
officers of the company pursuant to a management 
policy to reimburse certain personal legal expenses. 


Coopers & Lybrand has served as Playboy's auditors. 
Between November 3, 1971 and December 31, 
1978, Playboy paid Coopers & Lybrand $24,610 for 
personal tax services rendered to certain of 
Playboy’s officers pursuant to management 
authorization but without Board consideration. 


Since 1972 Playboy has paid for tax and financial 
advisory services rendered to Lownes and his 
children. The total amount paid during the period 
was $23,925 and L13,120 for Lownes and $2100 for 
his children. Also, Playboy has paid L1,969 for 
preparation of Gerhauser’s U.S. tax returns. Except 
for the $2,100 for Lownes’ children, these 
arrangements were made pursuant to management 
authorization but without Board consideration. 


In addition to the legal fees described on page 10, 
Playboy paid for legal services rendered in 1974 and 
1975 for several of its senior executive officers in 
connection with a government investigation into 
possible violations of federal and state narcotics 


laws from which these individuals and the company 
were completely exonerated. Playboy paid $12,747 
to two law firms in connection therewith. The Board 
of Directors authorized these payments. 


4. Travel and Entertainment 


Hefner’s staff have handled Hefner's travel and 
entertainment (“T&E”) expenses. According to 
expense reports collected by Playboy's outside 
auditors, travel and entertainment expenses 
incurred on trips by Hefner from fiscal 1975 through 
the first half of fiscal 1979 were $38,496. Althougha 
Playboy employee maintains that Hefner's reports 
had originally been submitted with the required 
documentation, the auditors were subsequently 
able to find invoice documentation covering only 
$1,685. In view of the representations of the persons 
concerned and the absence of evidence to the 
contrary, the Audit Committee assumed itemized 
expenses were business-justified and approved by 
responsible Playboy personnel, and accordingly 
found no meritorious basis for the company to seek 
any recovery based on failure to submit appropriate 
documentation. The Commission, however, takes 
the position that, in the absence of proper 
documentation of business purpose, such expenses 
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should be deemed to be personal in nature for 
disclosure purposes. 


Playboy has had, since 1973, a formal T&E policy, 
but certain aspects of it have not been rigorously 
enforced or followed by company personnel. For 
example, officers on frequent occasions did not 
report the business justification for expenses of 
spouses and others accompanying them on trips. 
Further, since December 1977, when the company 
generally required advance approval for company 
payment for spouses’ expenses, company officers 
have failed to do so. 


5. Complimentary Club and Hotel Charges 


Until recently, Playboy extended complimentary 
charge privileges—exercisable by use of a “C-1l 
Key”—at U.S. hotels and club facilities to a number 
of Playboy directors, key employees and their 
personal guests. For 25 officers and directors 
(excluding Hefner personally and his family and 
personal friends) these totaled $30,983 from July 
1974 through March 1975, at which time the 
practice was discontinued. There are no records that 
show the business purposes for any complimentary 
C-1 key charges. 


6. Loans and Loan Guarantees 


Gerhauser received a $75,000 advance on his 
incentive compensation in fiscal 1977 and 1978. No 
other Playboy officer received similar advances. 
Gerhauser did not pay interest on these advances, 
which constitute, in effect, interest-free loans. The 
cost to Playboy in extending those advances, was 
$1,530 for fiscal 1977, and $4,304 for fiscal 1978. 


On March 3, 1972, four months after Playboy’s first 
public offering, Playboy entered into an agreement 
with the First National Bank of Chicago guarantee- 
ing a number of loans that the Bank had earlier 
granted to Playboy employees to enable them to 
purchase Playboy stock. These loans were secured 
by Playboy stock and totaled $100,859. When most 
of the loans were not repaid on March 2, 1974, 
Playboy entered into a new agreement guaranteeing 
the loans, which totaled $117,359. On March 17, 
1976 Playboy entered into a third agreement 
guaranteeing the balance of the loans which totaled 
$43,740 at the time. In 1975, a then Vice President 
of Playboy defaulted on his stock purchase loan. 
Playboy paid the balance of $6,202. This individual 
has repaid a portion of the loan, but still owes 
Playboy $3,500. 
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Playboy arranged for First National Bank of Chicago 
to extend a loan on January 12, 1977 to Lee B. 
Templeton, a Senior Vice President of Playboy, inthe 
amount of $100,000. The purpose of the loan was to 
permit Templeton to take advantage of certain stock 
options with a previous employer. Playboy 
guaranteed the loan and eventually paid $6,957 in 
interest on the loan. Since 1977, Playboy has 
guaranteed three additional loans to three corporate 
officers, none of which was more than $30,000 in 
principal amount. 


7. Executive Car Lease Program 


Until recently, Playboy maintained an “executive 
automobile lease program” for its senior executives 
pursuant to management authorization but without 
Board consideration. Under the program, Playboy 
leased automobiles for business and non-business 
use by participating employees. Each participating 
employee was responsible for lease payments and 
for expenses of operating the automobile. Playboy 
paid each employee a lease allowance, which was 
automatically applied against the cost of the lease, 
and an automobile expense allowance. In addition, 
Playboy provided insurance coverage for the use of 
the car leased under the program. The Audit 
Committee determined that nearly all participants 
used their leased automobiles extensively for 
personal transportation. The total cost of the 
program for 1975 through the first half of 1979 was 
approximately $762,405. The practice of providing 
these automobiles was not disclosed until the proxy 
statement dated October 18, 1978. 


In fiscal 1975 and 1976, PCL provided Gerhauser 
with use of a Jaguar (original cost L4,000), which 
was replaced in fiscal 1977 by a Mercecdes (original 
cost L11,670) and in fiscal 1979 by a second-hand 
Rolls Royce (original cost L17,000). Total operating 
costs, paid for by PCL, was L1,337 in fiscal 1976, 
L1,129 in fiscal 1977. No figures were available for 
fiscal 1978 and 1979. PCL also pays for a chauffeur 
at an annual salary of L3,300. Lownes uses one of 
PCL’s pool of six chauffeured Rolls Royce limousines 
for his personal transportation. 


8. Disability Insurance and Life Insurance 


In July 1976, Playboy initiated an Executive Long- 
Term Disability Program under which it provided 
long-term disability benefits to employees whose 
annual salary exceeds $50,000. Among other things, 
under the Program, which was terminated in 1979, 
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participants could elect to receive an 80% refund of 
all premiums paid by Playboy if no claims were made 
for 10 years. The total cost to Playboy of officer 
participation in this plan through January 1979 has 
been $115,574. 


Playboy has provided group term life insurance 
benefits to all full-time U.S. employees. From 1966 
through January 1979, Playboy also provided 
“excess” coverage to U.S. employees who received 
salaries of $40,000 per year or more. The amount of 
excess coverage to which a participating employee 
was entitled under the pre-1979 program was 
determined by his salary (except that Hefner's 
excess coverage was limited to a lower amount). The 
approximate cost to Playboy for officers’ 
participation during the period 1975 to December 
31, 1978 was $176,991. 


9. Hefner-Daniels Agreement 


Derick J. Daniels has been the President and Chief 
Operating Officer and a director of Playboy since 
October 1, 1976. On September 8, 1976, the date 
Daniels signed a five-year employment contract with 
Playboy, Daniels and Hefner entered into a written 
agreement which provided Daniels with a right of 
first refusal on 20% of Hefner’s stock in Playboy. In 
addition, Hefner agreed to use his best efforts as a 
Playboy director and stockholder to maintain 
Daniels as a Playboy director and as President and 
Chief Operating Officer. This letter agreement was 
not disclosed until the 1979 proxy statement, which 
made no disclosure of the granting to Daniels of the 
right of first refusal. 


D. Violations of Law 

1. Introduction 

Rule 13a-1 under the Exchange Act requires issuers 
with securities registered pursuant to Section 12 of 
the Exchange Act (such as Playboy) to file an annual 
report with the Commission on the appropriate form. 
Form 10-K is the form prescribed for most such 
issuers, including Playboy. 


The requirements of Form 10-K as they pertain to 
this proceeding include the following: 


(1) A requirement that the issuer disclose the 
general development of its business; 


(2) A requirement that the issuer disclose the 
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location and general character of its materially 
important physical properties; 


(3) A requirement that the issuer disclose the 
remuneration paid to officers and directors 
(including the value of personal benefits and 
property provided to such persons as well as salary 
and bonuses);® 


(4) A requirement that the issuer disclose all 
transactions to which the issuer was or is to be a 
party and in which certain persons, including 
officers or directors, had or are to have a direct or 
indirect material interest.? 


In addition to the general rule that untrue state- 
ments of material fact made in the Form 10-K 
constitute a violation of Section 13(a) and Rule 13a- 
1 thereunder, Rule 12b-20 under the Exchange Act 
requires the disclosure of such further material 
information (in addition to that expressly required) 
as may be necessary to make the required 
statements not misleading. 


In addition, Section 13(b)(2)(B) of the Exchange Act 
requires issuers with securities registered pursuant 
to Section 12 of that Act to “devise and maintain a 
system of internal accounting controls sufficient to 
provide reasonable assurances” that, among other 
things, “access to assets is permitted only in 
accordance with management's general or specific 
authorization,” and that “transactions are recorded 
as necessary. .to maintain accountability for 
assets.” These provisions became effective on 
December 19, 1977. 


2. Disclosure Violations 


Playboy’s Annual Reports on Form 10-K since 1972 
have omitted disclosure of management 
remuneration and affiliated transactions, referring 
instead to Playboy’s annual proxy statements. 
Playboy’s proxy statements have inadequately 
disclosed the matters discussed in the Findings 
above. With the exceptions noted herein or above, no 
disclosure of the benefits received by persons other 
than Hefner was made. Moreover, until the Audit 
Committee rendered its report, no disclosure was 
made of the nature of the personal benefits received 
by Hefner in connection with his rental of space in 
the Mansions. 


Although the company’s Form S-1 
statement 


registration 
in 1971 disclosed the promotional 
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purposes of the Mansions as well as Hefner's 
occupancy of premises in the Chicago Mansion and 
the rental paid therefor, which disclosures were 
referenced in Playboy's 1972, 1973 and 1974 
annual reports to the Commission, Playboy’s 1972 
through 1974 proxy statements made no disclosure 
of any related-party transactions, including Hefner's 
usage of Mansion and other facilities. The 1975 and 
1976 proxy statements made no disclosure of 
Hefner's usage of company facilities. The company’s 
usage of Stocks (Lownes’ country home) was 
disclosed in 1975 but not in 1976 or 1977. Moreover, 
the company’s ownership of a 36% equity interest in 
Stocks was not disclosed until the 1978 proxy 
statement. 


In 1977, the proxy statement made some disclosure 
of the Mansions, including their book value, total 
operating expenses, Hefner’s payment of $36,000 
per year for his use of PMW, and the fact that IRS had 
stated that certain PMW expenses were not 
deductible, but this disclosure is inadequate. There 
was no disclosure of the services provided Hefner 
and of his friends’ usage of PMW. No disclosure was 
made of the amounts or the reasons underlying the 
IRS position or the nature of the challenged 
expenses.!° There was no disclosure of, among other 
things, the method by which Hefner’s rental was 
calculated, the fact that it had not been reassessed 





8See Securities Exchange Act Releases No. 13872 
(August 18, 1977) and No. 14445 (February 6, 
1978). 


%Instruction H to Form 10-K provides that an issuer 
filing definitive proxy materials may omit in its Form 
10-K the information called for by items (3) and (4) 
above, since these matters are also required to be 
filed in a proxy statement. An issuer whose proxy 
statement fails adequately to disclose such 
information has failed to comply with the provisions 
of Section 13(a) and Rules 12b-20 and 13a-1 
thereunder as well as those of Section 14(a) and 
Rules 14a-3 and 14a-9 thereunder. 


ln determining that $1.4 million of Mansion costs 
between 1970 and 1976 were not properly claimed 
as ordinary and necessary business expenses by 
Playboy and should have been treated as income by 
Hefner, the IRS has followed the allocation 
approach, concluding that 10% of all Mansion 
expenses were personal to Hefner. This matter is 
now in litigation in the United States Tax Court. 
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in 1977 although it was originally set in 1976 for a 
one-year lease, and the fact that no adequate system 
of internal accounting controls existed for 
distinguishing between business and non-business 
expenditures at the Mansion. 


The 1978 proxy statement, issued after the 
Commission’s investigation had commenced, made 
more extensive disclosure concerning the 
Mansions, but failed to disclose most of the same 
facts as were omitted from the 1977 proxy statement 
(see above). 


The 1979 proxy statement contained disclosures 
concerning the Mansions which were basically the 
same as those for 1978. The proxy statement did 
disclose the existence of the Commission’s 
investigation and that of the Audit Committee, but 
stated that no disclosure was made of the benefits 
received by Hefner and other officers and directors 
pending the outcome of the Audit Committee 
inquiry. 


Playboy’s 1972 through 1974 Form 10-K’s contained 
no direct disclosure of the Mansions and their usage 
although they did refer to Playboy’s 1971 Form S-1 
which discussed the Mansions. The 1975 through 
1979 Form 10-K’s disclosed the usage of the 
Mansions for charitable, promotional and other 
corporate activities, made no disclosure of Hefner’s 
and his friends’ usage of Mansion facilities, his rental 
payments and the background thereof, and 
disclosed that management was unable to assess 
precisely the benefit of promotional activities upon 
company sales. Similarly, the 1971 prospectus, 
although disclosing the existence of the Mansions 
and the amount of Hefner's rental of the Chicago 
Mansion, failed to disclose the basis for that rental 
amount and the extent of Hefner's personal usage of 
the Mansions. 


In assessing the question of whether Playboy has 
failed to comply in material respects with the 
disclosure requirements of the Exchange Act, the 
Commission has taken into consideration the 
argument that expenditures on parties and social 
gatherings given by Hefner at the Mansions and the 
substantial expenditures on lavish improvements to 
the Mansions are business-related because they are 
designed to promote the Playboy “image” and thus 
produce a benefit to Playboy, albeit one of 
indeterminate value. This argument has been 
accepted in large part by Playboy’s Audit Committee, 
which concluded that, while Playboy’s promotional 
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success “is not solely or even primarily attributable 
to activities at the Mansions,” management had a 
reasonable basis for believing that promotion of the 
Mansions was part of a “highly successful corporate 
strategy.” 


Playboy has conducted substantial formal business 
activities at the Mansions, such as meetings, 
photographic sessions and business parties. 
Nevertheless, with respect to a substantial portion of 
the expenses on the Mansions, either they are purely 
personal to Hefner or their promotional benefit tothe 
company cannot be precisely quantified. Expenses 
such as on physical improvements inside and 
outside the Mansions and on frequent “celebrity” 
parties have been and continue to be justified by 
Playboy as business-related on the basis that these 
expenditures all contribute to the Playboy “image” 
and “ambience” and thus benefit the company’s 
operations. The business benefit obtained from 
these expenditures appears unquantifiable. The 
Commission notes, however, that the Audit 
Committee found management's judgments in this 
regard to have a reasonable basis. The 
Commission's view is that, whatever the ultimate 
determination as to these matters, the company 
owes and has owed a duty of full disclosure to its 
stockholders as to the nature and extent of these 
expenditures and as to the difficulty in quantifying 
any business benefit derived therefrom. 


Finally, the argument that expenditures on Hefner 
are “promotional” in nature and thus are business- 
related has no application to the undisclosed 
benefits to company executives who are not in the 
“public eye” and thus whose receipt of benefits at 
corporate expense could not be deemed part of 
some sort of promotional program. 


3. Inadequate Internal Controls 


Playboy also violated Section 13(b)(2)(B) of the 
Exchange Act in that, for at least two years following 
the enactment of this provision in December 1977, 
Playboy lacked an adequate system of internal 
accounting controls for distinguishing between 
business and non-business expenditures at the 
Mansions and between reimbursable and non- 
reimbursable expenses of officers.'! 





11n the fall of 1977, as part of a general corporate 
restructuring, the company took certain action 
strengthening its internal audit function, and, in the 


summer of 1978, it commissioned a_ national 
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4. Problems of Valuation Methodology 


Following the rendering of the Audit Committee 
Report to the Board of Directors, Playboy mailed to 
its stockholders asummary of the Report insofar as it 
related to the unauthorized benefits, for which 
Hefner and others had repaid the company 
approximately $900,000. The Commission is of the 
view that some of the methodologies used by the 
Audit Committee raised significant questions, 
particularly insofar as they may be subsequently 
adopted by the company for disclosure purposes. 


The principal issue is the methodology used in 
valuing Hefner’s personal usage of the Mansions. 
The Audit Committee’s approach was to determine, 
by use of an appraiser’s assessment of the fair rental 
value of the Mansion facilities (primarily in light of 
comparable hotel accommodations near the 
Chicago Mansion and PMW), the amount Hefner 
owed the company for his basic accommodations. 
The Audit Committee rejected an approach based 
on an allocation of a proportion of all Mansion 
overnight guest accommodations, meals and 
beverages, valet services, etc.—which were then 
added to the Committee’s determination of the fair 
market value of the basic accommodations. In some 
instances, these other services were valued at the 
incremental cost to the company, and in other 
instances, at the Audit Committee’s estimate of what 
Hefner would have had to pay to obtain such 
services. 


The Audit Committee rejected an approach based 
on an allocation of a proportion of all Mansion 
expenses (including amortization of acquisition 
costs and improvements) to Hefner, choosing 
instead the method described above. The 
Commission believes that the methodology chosen 
by the Audit Committee and subsequently ratified by 
the company’s Board of Directors is subject to 
serious question. 2 


The basic concept of valuing Hefner’s fair share of 
Mansion expenses on the basis used by the Audit 
Committee is open to question in light of the fact that 
Hefner's use of the Mansions could hardly be 
deemed incidental. In a normal “perks” situation, 
where a company has purchased an asset (a 
company airplane, for example) for corporate 
purposes and has then determined to allow 
corporate executives to make personal incidental 
use of that asset, it would appear appropriate to 
measure the executives’ use of that asset on the 
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basis of either the marginal cost to the company for 
that particular usage or the amount the executive 
would have to spend for that usage, and would not 
appear necessary (assuming truly incidental usage) 
to allocate a portion of capital expenditures (i.e., 
acquisition and improvements) and overall 
operating expenses to the executive for such 
incidental usage. Moreover, the determination ofthe 
value of the benefit received (for purposes of 
disclosure) is the incremental cost to the company, 
unless the amount the person would have to spend 
to obtain the benefit is significantly higher. The 
application of valuation principles depends on the 
facts of each case. 


Whatever the business benefits derived by the 
company from the Mansions’ acquisition, 
improvement and operations, it is apparent that an 
essential purpose of the company’s expenditures on 
the Mansions was to provide Hefner with a particular 
lifestyle. Thus, from inception, a portion of every 
dollar spent on the Mansions has resulted in a 
personal benefit to Hefner. 


Further, the Audit Committee, while separately 





Footnote 11 Continued 


accounting firm to develop procedures for the 
identification of guest usage of PMW. However, such 
procedures were not completed or implemented 
until the fall of 1979. The Commission notes that in 
October 1978 the company’s outside auditors 
rendered a report which highlighted to the company 
the necessity to improve its accounting procedures 
and controls and to modify significantly the existing 
system of internal controls in order to assure that all 
corporate expenditures were accounted for by 
amount, nature and business purpose and were 
approved by appropriate levels of management. 


The Commission notes the publication in 
December 1979 of the views of the Division of 
Corporate Finance regarding the management 
remuneration disclosure requirements embodied in 
item 4 of Regulation S-K, including its views relating 
to the proper methods of valuation of personal 
benefits. Securities Act Release No. 6166 
(December 12, 1979). The position expressed 
herein is consistent with the views expressed in that 
Release, and registrants may continue to rely upon 
such interpretation, including the use in appropriate 
situations of appraisals to ascertain fair market 
value. 
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valuing the components of Hefner's personal 
benefits beyond his basic accommodations, valued 
those basic accommodations by employing an 
appraiser to determine rental values of comparable 
hotel accommodations within the surrounding area. 
This approach assumes that Hefner's usage of the 
Mansions is analogous to a hypothetical arm’s- 
length lease of “comparable” hotel space. A 
substantial question arises as to whether such an 
analogy is meaningful or helpful. Hefner’s unique 
status in the Mansions appears to be much more 
complex and all-encompassing than that of a mere 
renter of space. Moreover, the nature of Mansion 
facilities, particularly in light of Hefner’s status, 
would appear to make a comparison to even luxury 
hotel space of questionable validity and utility. 


Playboy has now developed and implemented 
accounting systems designed to measure the usage 
of corporate facilities by Hefner and other persons 
for non-business purposes. The amount of such 
usage attributable to Hefner will be calculated on at 
least an annual basis and will form the basis for a 
portion of Hefner's annual rental payment to the 
company, in addition to the amount for his basic 
Mansion accommodations. Nevertheless, these new 
systems do not identify general operating expenses 
and capital expenditures which benefit Hefner but 
are unrelated to his basic accommodations. 
Although the Audit Committee concluded that they 
will be taken into account during appraisal of the 
value of comparable luxury hotel accommodations, 
on which the annual rental is based, a more precise 
system, if feasible, would separately identify these 
other expenses and expenditures that indirectly 
result in benefit to Hefner. 


Accordingly, as reflected in its undertakings 
described below, Playboy will cause studies to be 
made by Price Waterhouse & Co. as to the feasibility 
of developing a method for separately identifying 
and allocating to Hefner, for disclosure purposes, 
additional capital expenditures at PMW and other 
costs to the extent that Hefner may benefit 
indirectly, and, if such disclosure is found to be 
feasible and would not materially detract from or 
distort other required forms of disclosure, Playboy 
will include such an allocation in its proxy materials 
in subsequent years (after the 1980 proxy season). 
In the meantime, however, Playboy is expected to 
disclose, as required, the material facts pertaining to 
the personal benefits received, and the rentals paid, 
by Hefner. 
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A further issue is the methodology used in separately 
valuing Hefner’s personal friends’ overnight usage of 
Mansion facilities. As set forth supra, p. 8, the Audit 
Committee (which was concerned only with cost 
recovery, not with disclosure) determined that while 
Hefner should be charged the fair market value of 
his accommodations, he should be charged only the 
company’s incremental cost (a much smaller 
amount) of providing maid service for such guests. 
Yet the Commission’s rules provide that where the 
recipient would have to pay significantly more to 
receive the benefit than the company’s incremental 
cost of providing it, such a larger amount must be 
disclosed. In the future, even if Playboy determines 
to value separately the amount owed by Hefner with 
respect to his guests’ usage of Mansion facilities, the 
Commission would require disclosure of his 
personal benefit on the basis required by 
Commission rules. 


Wl 
RECENT DEVELOPMENTS 
On January 31, 1980, Playboy’s Audit Committee 


rendered its report, consisting of three volumes and 
546 pages of text and eight volumes of accompany- 


ing appendices, to the Board of Directors. Copies of 
the report were also provided to the Commission. On 
February 11, 1980, the Board of Directors of Playboy 
met to consider the Report and certain proposed 
resolutions contained therein. 


At the meeting, the four management directors 
against whom the Audit Committee had stated that 
the company had meritorious claims (Messrs. 
Hefner, Lownes and Daniels and Ms. Christie Hefner, 
Hefner's daughter) agreed to pay the amounts 
recommended by the Audit Committee. William 
Gerhauser, an officer of PCL, also agreed to pay the 
amount recommended by the Audit Committee. !° 


The Board of Directors then passed a number of 
resolutions which had, in substance, been 
recommended by the Audit Committee. These 
resolutions were designed, according to Playboy, “to 
prevent recurrences and to strengthen and 





The amounts (including interest) paid by the 
foregoing individuals were: Hefner, $796,413; Ms. 
Hefner, $769; Daniels, $24,278; Lownes, $2,870 
and L20,915; Gerhauser, $4,091 and L18,560. 
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formalize the Corporation’s processes and 
procedures for authorization and documentation of 
executive compensation and benefits.” 


Among the actions taken by the Board of Directors 
were the creation of a Compensation Committee, 
with a majority of non-management directors, which 
will assume special responsibility for 
recommending salaries and other compensation for 
all directors of Playboy and key officers of Playboy 
and its subsidiaries, and for advising the Board 
concerning other compensation matters. The 
Compensation Committee will also consult with the 
company’s management, counsel and independent 
accountants regarding the identification, valuation 
and disclosure of management remunerations and 
transactions with Playboy. The Board also 
authorized the Compensation Committee and the 
Audit Committee jointly to recommend new lease 
arrangements for Hefner's residence at PMW, 
including an annualized calculation of the amounts 
due the company by Hefner, and it undertook to 
make an annual review and reconsideration of the 
allocation of corporate resources to the Playboy 
Mansions and other accommodations. In addition, 
the Board of Directors authorized and directed the 
Chief Financial Officer to prepare and submit to the 
Compensation Committee for recommendation to 
the Board written policies regulating or prohibiting 
certain other benefits for officers, directors and 
other employees, and to devise and implement 
procedures in order to enforce Playboy’s policies 
regarding remuneration and other benefits. 


Playboy has since placed in operation new 
procedures for recording and allocating business 
and non-business usage of Playboy Mansion West, 
and has established a new position, Manager of PMW 
Business Controls, directly accountable to Playboy’s 
Corporate Controller in Chicago, and with direct 
access to Playboy’s internal audit staff, with the 
responsibility of maintaining appropriate review and 
monitoring procedures to ensure compliance with 
the usage recording system described above. 


On July 1, 1980, the Board of Directors passed a 
number of additional resolutions designed to clarify 
and strengthen certain of the resolutions passed on 
February 11, 1980. 

IV 


OFFER OF SETTLEMENT AND UNDERTAKINGS 
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Playboy has submitted an Offer of Settlement and 
made certain undertakings, as reflected herein in 
the Order, whereby Playboy consents tothe issuance 
of this Order and waives any appeal herefrom, solely 
for the purpose of disposing of the issues raised in 
these proceedings and without admitting or denying 
any of the facts, findings or other statements herein, 
and on the understanding that nothing herein shall 
constitute an admission, denial. or adjudication of 
any issue of fact or law. In view of the foregoing, the 
Commission deems it appropriate and in the public 
interest to accept the Offer of Settlement and, 
accordingly, it is hereby ordered that Playboy: 


(1) File a copy of this Order Instituting Proceed- 
ings and Order of the Commission with the 
Commission on Form 8-K and include a copy of this 
Order in a mailing to Playboy’s stockholders simul- 
taneously with or prior to the next proxy solicitation 
by management; 


(2) Comply with the reporting requirements of the 
Exchange Act and the rules thereunder in the future; 


(3) Comply with its undertakings for a period of five 
years: 


(a) to implement and maintain in effect procedures 
previously developed by Price Waterhouse & Co." for 
the identification and recording of business and 
non-business usage of PMW, subject to reasonable 
modification with the concurrence of the Audit 
Committee, to supplement such procedures with 
appropriate additional review and_ valuation 
procedures, and to make disclosure in a Current 
Report on Form 8-K within the prescribed time of any 
material changes in such procedures; 


(b) to maintain a new position, Manager of PMW 
Business Controls, directly accountable to the 
Corporate Controller and with direct access to 
Playboy’s internal audit staff, Playboy’s Audit 
Committee, and top levels of Playboy’s 
management; such person to have as a principal 
responsibility the maintenance of appropriate 
review and monitoring procedures to ensure 
compliance with the PMW accounting procedures; 
and such person not to be dismissed, demoted or 
retained, or a replacement selected, without the 
concurrence of Playboy’s Audit Committee; 





4Price Waterhouse & Co. are not the company’s 
independent accountants. 
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(c) to include within the scope of responsibilities of 
Playboy’s independent accountants the review of 
and comment to the Audit Committee upon the 
adequacy and implementation of the PMW 
accounting procedures; 


(d) to maintain in effect and implement the Board of 
Directors’ resolutions passed on February 11, 1980 
and July 1, 1980 regarding internal corporate 
governance, including the resolution creating the 
Compensation Committee, subject to reasonable 
and minor modifications with the consent of the 
Audit and Compensation Committees, any such 
modifications to be disclosed in a Current Report on 
Form 8-K within the prescribed period of time; and to 
maintain the Audit Committee in existence with at 
least substantially the same powers and responsi- 
bilities as it presently possesses; 


(e) to make disclosure in a Current Report on Form 8- 
K within the prescribed period of time of any 
instance where a majority of the Compensation 
Committee abstain or vote negatively on any 
resolution or vote by the Board of Directors on any 
matter originally considered by the Compensation 
Committee; 


(f) to implement and maintain an Automobile Lease 


Policy requiring participants to allocate and to certify 
the extent of their business use of automobiles; 


(g) after the five-year period ends, to review the 
procedures, policies and resolutions referred to 
above, and to make disclosure in a Current Report on 
Form 8-K within the prescribed period of time if any 
of such procedures, policies or resolutions are then 
modified in whole or in part; 


(4) Comply with its undertakings: 


(a) to cause to be elected, within six months after the 
date of this Order, or after such longer period as the 
Commission may consent to, an additional 
unaffiliated director, who shall be not unacceptable 
to the Commission, such director to serve on 


Playboy’s Audit Committee and Compensation 
Committee; 


(b) not to reimburse any person for any part of the 
funds paid by or on behalf of such person to Playboy 
pursuant to the Audit Committee Report; 


(c) to cause studies to be made by Price Waterhouse 
& Co. as to the feasibility of developing a method for 
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allocating to Hefner, for disclosure purposes, some 
proportion of capital expenditures at PMW and other 
corporate costs from which Hefner may benefit 
indirectly, and, if such disclosure is found to be 
feasible and would not materially detract from or 
distort other required forms of disclosure, to include 
such an allocation in its proxy materials in 
subsequent years (after the 1980 proxy season); 


(d) to comply with the proxy requirements of the 
Exchange Act and the rules thereunder. 


Hefner has also submitted certain undertakings 
which the company has requested the Commission 
to take into consideration in considering whether to 
accept its Offer of Settlement, Consent and Under- 
takings. Hefner enters into the undertakings solely 
for the purpose of disposing of the issues raised in 
these proceedings and without admitting or denying 
any of the facts, findings or other statements herein 
and on the understanding that nothing herein shall 
constitute an admission, denial or adjudication of 
any issue of fact or law. Hefner's undertakings are as 
follows: 


(1) Not to seek reimbursement from Playboy for any 
part of the funds paid by him to Playboy pursuant to 
the Audit Committee Report; 


(2) To take reasonable steps to cause Playboy to 
comply with the reporting and proxy requirements of 
the Exchange Act and the rules thereunder; 


(3) So long as he remains a control person of 
Playboy, to take reasonable steps to cause Playboy 
and its employees (including himself) to comply 
with its undertakings herein. 


By the Commission (Chairman Williams and 
Commissioner Evans; Commissioner Friedman 
dissenting in part*). 


George A. Fitzsimmons 
Secretary 








*The dissenting opinion of Commissioner Friedman 
is attached hereto. 
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Dissenting Opinion of Commissioner Stephen J. 
Friedman In the Matter of Playboy Enterprises, Inc. 


| dissent in part from the foregoing Order and 
Findings of the Commission. The Commission’s 
power under Section 15(c)(4) of the Securities 
Exchange Act of 1934 to publish findings and order 
compliance is expressly limited to violations of 
Section 12, 13 or 15(d) of the Act. It does not directly 
reach proxy disclosure violations under Section 14. 


| have reservations about the argument expressed in 
Footnote 9 of the Order and Findings, although | am 
aware that the Commission has taken this position in 
the past. If proxy soliciting materials have been or 
are to be filed under Section 14 of the Act, General 
Instruction H to Form 10-K states that the 
management remuneration information required by 
Part Il may be omitted. The fact that the proxy 
materials contain material misstatements does not, 
in my view, bring them within the ambit of Section 13 
under General Instruction H as now written. That 
result would follow, however, if the Instruction were 
written to provide that the relevant proxy disclosures 
must be incorporated by reference inthe Form 10-K, 
a step which is now being considered by the 
Commission. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17060/August 13, 1980 


NOTICE OF FILING AND EFFECTIVENESS OF 
PROPOSED RULE CHANGE BY CINCINNATI STOCK 
EXCHANGE 


File No. SR-CSE-80-4 


The Cincinnati Stock Exchange (“CSE”) submitted, 
on July 31, 1980, a proposed rule change under Rule 
19b-4 to change the hours of trading on the CSE from 
10:00 a.m.-4:15 p.m. to 10:10 a.m.-4:05 p.m., local 
Cincinnati time.! 


The foregoing rule change has become effective, 
pursuant to Section 19(b)(3)(A) of the Securities 
Exchange Act of 1934 (“Act”). At any time within 
sixty days of the filing of such proposed rule change, 
the Commission may summarily abrogate such rule 
change if it appears to the Commission that such 
action is necessary or appropriate in the public 
interest, for the protection of investors, or otherwise 
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in furtherance of the purposes of the Securities 
Exchange Act of 1934. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
August 18, 1980. Interested persons are invited to 
submit written data, views and arguments 
concerning the submission within 21 days from the 
date of publication in the Federal Register. Persons 
desiring to make written comments should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-CSE-80-4. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. 


For the Commission, by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








‘In connection with the introduction of its National 
Securities Trading System (“System”) in June 1978, 
the CSE believed that the daily run-offs of the 
System’s trading activity (consisting of orders 
arising shortly before the CSE’s 4:00 p.m. market 
closing but not processed by the time of closing) 
necessitated a 15 minute extension of trading to 
4:15 p.m. to accommodate the System’s issuers who 
were as yet unfamiliar with the mechanics of the 
System. The CSE now believes, however, that these 
issuers are familiar enough with the System to 
permit a reduction of the run-off time to 5 minutes. 
The formal closing time of the CSE market remains 
unchanged at 4:00 p.m., and the CSE continues to 
require that the subject orders be in the hands of its 
approved dealers by the close of market. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17061/August 13, 1980 


In the Matter of Application of the 
PHILADELPHIA STOCK EXCHANGE, INC. 


For Unlisted Trading Privileges 
Securities Exchange Act of 1934 


FINDINGS AND ORDER GRANTING APPLICATIONS 
FOR UNLISTED TRADING PRIVILEGES 


The Philadelphia Stock Exchange (“Phix”) has filed 
applications with the Commission pursuant to 
Section 12(f)(1)(B) of the Securities Exchange Act of 
1934 (“Act”) and Rule 12f-1 [17 CFR 240.12f-1] 
thereunder, for unlisted trading privileges in the 
following securities which are listed on another 
national securities exchange: 


Archer-Daniels-Midland 

Common Stock, No Par Value (File No. 7-5680) 
NLT Corporation 

Common Stock, $5 Par Value (File No. 7-5681)! 


The Commission finds that approval of the Phix’s 
applications for unlisted trading privileges in these 
securities is consistent with the maintenance of fair 
and orderly markets and the protection of investors. 
As a national securities exchange registered with the 
Commission pursuant to Section 6 of the Act, the 
Phix is subject to the provisions of paragraph (b) of 
that section, and to the Commission’s inspection 
authority and oversight responsibility under 
Sections 17 and 19 of the Act and the rules and 
regulations thereunder. In addition, transactions in 
the subject securities, regardless of the market in 
which they occur, are reported in the consolidated 
transaction reporting system contemplated by Rule 
11Aa3-1 under the Act [17 CFR 240.11Aa3-1]. The 
availability of last sale information for the subject 
securities should contribute to pricing efficiency 
and to ensuring that transactions on the Phix are 
executed at prices which are reasonably related to 
those occurring in other markets. Finally the 
Commission has received no comments indicating 
that the granting of these applications would not be 





‘Notice of these applications were given by 
publication in the Federal Register. 45 FR 50033 
(July 28, 1980). The Commission has received no 
comments with respect to these applications. 
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consistent with the maintenance of fair and orderly 
markets and the protection of investors. The 
Commission further finds that approval of the Phix 
applications will provide increased opportunities for 
competition among brokers and dealers and among 
exchange markets consistent with the purposes of 
the Act and the objectives of the national market 
system. 


ACCORDINGLY, IT IS ORDERED, pursuant to Section 
12(f)(1)(B) of the Act, that the applications for 
unlisted trading privileges on the Philadelphia Stock 
Exchange in the above named securities are hereby 
approved. 


For the Commission, by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17062/August 13, 1980 


An order has been issued granting the application of 
the American Stock Exchange, Inc. to strike the 
common stock ($1 par value) of L.S. GOOD & CO. 
from listing and registration thereon. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17063/August 13, 1980 


Admin. Proc. File No. 3-5810 

In the Matter of 

TRANSAMERICAN SECURITIES, INC. 
5350 Poplar Avenue 

Memphis, Tennessee 

(8-21839) 

CARL E. BLYSKAL 


TRANSAMERICAN INVESTMENT COMPANY, LTD. 
Baton Rouge, Louisiana 


ROLFE H. McCOLLISTER 
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NOTICE THAT INITIAL DECISION HAS BECOME 
FINAL 


The time for filing a petition for review of the initial 
decision in these proceedings has expired. No such 
petition has been filed, and the Commission has not 
chosen to review the initial decision on its own 
initiative. 


Accordingly, notice is hereby given, pursuant to Rule 
17(f) of the Commission’s Rules of Practice, that the 
initial decision of the administrative law judge has 
become the final decision of the Commission. The 
order contained in that decision revoking the broker- 
dealer registration of TransAmerican Securities, 
Inc., censuring Carl E. Blyskal, and dismissing these 
proceedings with respect to TransAmerican 
Investment Company, Ltd. and Rolfe H. McCollister, 
is hereby declared effective. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17064/August 14, 1980 


The Securities and Exchange Commission 
announced, pursuant to Section 12(k) of the 
Securities Exchange act of 1934 (“Exchange Act”), 
the single ten-day suspension of over-the-counter 
trading for the period commencing at 12:30 p.m. on 
August 14, 1980 and terminating at midnight on 
August 23, 1980 of the securities of General Finance 
Corporation, an Arizona corporation with principal 
offices located at 1825 Lawrence Street, Suite 377, 
Denver, Colorado 80202. 


The Commission suspended trading in view of 
questions concerning the adequacy and accuracy of 
the company’s financial statements with respect to 
the nature and validity of the company’s assets. 


_ General 
corporation, 
unrelated company, General Finance Corporation, a 
Delaware corporation which is a wholly-owned 


Finance Corporation, an Arizona 


should not be confused with an 


subsidiary of CNA Financial Corporation, with 
principal offices located in Evanston, Illinois, and 
whose bonds are listed on the New York Stock 
Exchange. 
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lf any broker-dealer or other person has any 
information which they believe would be useful to 
the Commission relating to this matter, they should 
contact the Office of Enforcement at the 
Commission’s Los Angeles Regional Office at (213) 
473-4511. 


The Commission cautions brokers, dealers, share- 
holders, and prospective purchasers that they 
should carefully consider the foregoing information 
along with all other currently available information 
and any information subsequently issued by the 
company. 


Furthermore, brokers and dealers should be aware 
of the fact that, pursuant to Rule 15c2-11 under the 
Exchange Act, at the termination of the trading 
suspension, no quotation may be entered unless and 
until they have strictly complied with all the 
provisions of such rule. If any broker or dealer has 
any questions as to whether or not he has complied 
with such rule, he should not enter any quotation but 
immediately contact the staff of the Division of 
Enforcement in Washington, D.C. If any broker or 
dealer is uncertain of the requirements of Rule 15c2- 
11, he shouid refrain from entering quotations 
relating to the securities in question until such time 
as he has familiarized himself with such rules and is 
certain that all of its provisions have been met. If any 
broker or dealer enters any quotation which is in 
violation of such rule, the Commission will consider 
the need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17065/August 14, 1980 


NOTICE OF FILING AND EFFECTIVENESS OF 
PROPOSED RULE CHANGE BY THE NATIONAL 
ASSOCIATION OF SECURITIES DEALERS, INC. 


File No. SR-NASD-80-15 


The National Association of Securities Dealers, Inc. 
(“NASD”) submitted, on August 8, 1980, a proposed 
rule change under Rule 19b-4 to make certain minor 
editorial changes to Schedule C of the NASD’s By- 
Laws. 


The foregoing rule change has become effective, 


pursuant to Section 19(b)(3)(A) of the Securities 
Exchange Act of 1934 (the “Act’”). At any time within 
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sixty days of the filing of such proposed rule change, 
the Commission may summarily abrogate such rule 
change if it appears to the Commission that such 
action is necessary or appropriate in the public 
interest, for the protection of investors, or otherwise 
in furtherance of the purposes of the Securities 
Exchange Act of 1934 


Publication of the submission is expected to be 
made in the Federal! Register during the week of 
August 18, 1980. Interested persons are invited to 
submit written data, views and arguments 
concerning the submission within 30 days from the 
date of publication in the Federal Register. Persons 
desiring to make written comments should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-NASD-80-15. 


Copies of the submission, all subsequent 
amendmerts, all written statements with respect to 
the proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. 


For the Commission, by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17066/August 14, 1980 


In the Matter of Application of the 
PACIFIC STOCK EXCHANGE, INC. 


For Unlisted Trading Privileges 
Securities Exchange Act of 1934 


FINDINGS AND ORDER GRANTING APPLICATION 
FOR UNLISTED TRADING PRIVILEGES 


934/SEC DOCKET 


The Pacific Stock Exchange (“PSE”) has filed an 
application with the Commission pursuant to 
Section 12(f)(1)(B) of the Securities Exchange Act of 
1934 (“Act”) and Rule 12f-1 [17 CFR 240.12f-1] 
thereunder, for unlisted trading privileges in the 
following security which is listed on another national 
securities exchange: 


White Consolidated Industries, Inc. 
Common Stock, $1 Par Value (File No. 7-5682)! 


The Commission finds that approval of the PSE’s 
application for unlisted trading privileges in this 
security is consistent with the maintenance of fair 
and orderly markets and the protection of investors. 
As a national securities exchange registered with the 
Commission pursuant to Section 6 of the Act, the 
PSE is subject to the provisions of paragraph (b) of 
that section, and to the Commission’s inspection 
authority and oversight responsibility under Sections 
17 ana 19 of the Act and the rules and regulations 
thereunder. In addition, transactions in the subject 
security, regardless of the market in which they 
occur, are reported in the consolidated transaction 
reporting system contemplated by Rule 11Aa3-1 
under the Act [17 CFR 240.11Aa3-1]. The 
availability of last sale information for the subject 
security should contribute to pricing efficiency and 
to ensuring that transactions on the PSE are 
executed at prices which are reasonably related to 
those occurring in other markets. Finally the 
Commission has received no comments indicating 
that the granting of this application would not be 
consistent with the maintenance of fair and orderly 
markets and the protection of investors. The 
Commission further finds that approval of the PSE 
application will provide increased opportunities for 
competition among brokers and dealers and among 
exchange markets consistent with the purposes of 
the Act and the objectives of the national market 
system. 


ACCORDINGLY, IT 1S ORDERED, pursuant to Section 
12(f)(1)(B) of the Act, that the application for 
unlisted trading privileges on the Pacific Stock 
Exchange in the above named security is hereby 
approved. 





‘Notice of this application was given by publication 
in the Federal Register. 45 FR 51029 (July 31, 1980). 
The Commission has received no comments with 
respect to this application. 
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For the Commission, by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17067/August 14, 1980 


A notice has been issued giving interested persons 
until September 5, 1980 to comment on the 
application of BASIC RESOURCES CORPORATION to 
withdraw its common stock ($.05 par value) from 


listing and registration on the American Stock 
Exchange, Inc. 








PUBLIC UTILITY HOLDING 
COMPANY ACT OF 1935 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21675/August 8, 1980 


In the Matter of 


WESTERN MASSACHUSETTS ELECTRIC COMPANY 
174 Brush Hill Avenue 
West Springfield, Massachusetts 


(70-6482) 


SUPPLEMENTAL NOTICE REGARDING PROPOSED 
ISSUANCE AND SALE OF FIRST MORTGAGE BONDS 
AT COMPETITIVE BIDDING 


SUPPLEMENTAL NOTICE IS HEREBY GIVEN that 
Western Massachusetts Electric Company 
(“WMECO’”), a public-utility subsidiary company of 
Northeast Utilities, a registered holding company, 
has filed an application with this Commission 
pursuant to the Public Utility Holding Company Act 
of 1935 (“Act”), designating Section 6(b) of the Act 
and Rule 50 promulgated thereunder as applicable 
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to the following proposed transaction. All interested 
parties are referred to said application, which is 
summarized below, for a complete statement of the 
proposed transaction. 


On August 4, 1980, WMECO’s proposal to issue and 
sell, at competitive bidding, up to $30,000,000 
principal amount of its First Mortgage Bonds, Series 
N, __% due October 1, 2010 was noticed. The notice 
stated that, among other things, the interest rate, 
which shall be a multiple of 1/8 of 1%, and the price, 
exclusive of accrued interest, to be paid to WMECO, 
would be not less than 100% nor more than 103% of 
the principal amount thereof, to be determined by 
competitive bidding. WMECO now informs the 
Commission that the price, exclusive of accrued 
interest, to be paid to WMECO, would be not less than 
98% nor more than 102% of the principal amount 
thereof, to be determined by competitive bidding. 


The notice also stated that the net proceeds from the 
sale of the bonds together with capital contributions 
totaling $15,000,000 scheduled to be made by 
Northeast Utilities to WMECO prior to the sale of the 
bonds, will be used by WMECO to repay a portion of 
the company’s short-term borrowings estimated to 
total $37,000,000 at the time of such sale. WMECO 
now estimates such short-term borrowings to total 
$31,000,000 at the time of such sale. 


In all other respects the proposed transactions 
remain the same. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than August 31, 1980, request 
in writing that a hearing be held on such matter, 
stating the nature of his interest, the reasons for 
such request, and the issues of fact or law raised by 
said application which he desires to controvert; or he 
may request that he be notified if the Commission 
should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. A 
copy of such request should be served personally or 
by mail upon the applicant at the above-stated 
address, and proof of service (by affidavit or, in case 
of an attorney at law, by certificate) should be filed 
with the request. At any time after said date, the 
application, as filed or as it may be amended, may be 
granted as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules 
as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. 
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Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices 
or orders issued in this matter, including the date of 
the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21676/August 8, 1980 


In the Matter of 


CONOCO INC. 
High Ridge Park 
Stamford, Connecticut 06904 


LOUISIANA GAS SYSTEM INC. 
5 Greenway Plaza East 
Houston, Texas 77046 


(31-775) 


NOTICE OF APPLICATION FOR EXEMPTION 
PURSUANT TO SECTION 2(a)(4) 


NOTICE IS HEREBY GIVEN that Conoco Inc. 
(“Conoco”), a Delaware corporation, and its wholly- 
owned subsidiary, Louisiana Gas System Inc. 
(“Louisiana Gas”), also a Delaware corporation, have 
filed an application pursuant to Section 2(a)(4) of 
the Public Utility Holding Company Act of 1935 
(‘Act’) for an order declaring Louisiana Gas not to be 
a “gas utility company” under the Act. All interested 
persons are referred to the application, which is 
summarized below, for a description of the 
applicants and a statement as to the basis upon 
which the exemption is sought. 


Conoco, directly and through subsidiaries, engages 
in business in over 20 countries. Its operations 
include the following: exploring for, developing and 
producing crude oil and natural gas; refining 
petroleum; producing and processing chemicals; 
and transporting and marketing crude oil, natural 
gas, refined products and chemicals. In addition, 
Conoco has held a major position in the coal industry 


936/SEC DOCKET 


in the United States through its wholly-owned 
subsidiary, Consolidated Coal Company, and has 
engaged in exploring for and producing uranium, 
and exploring for copper and other associated 
minerals. Conoco’s natural gas _ transportation 
facilities include a 610 mile intrastate pipeline 
system in Louisiana (the “System”) through which 
natural gas produced or purchased by Conoco is 
transported to its Gillis Plant for processing and to 
certain direct customers. In addition, Conoco 
transports natural gas for others over the System. 


At December 31, 1979, Conoco reported 
consolidated assets of $8,802,139,000, and for the 
year then ended, consolidated revenues of 
$3,404,570,000. At that date, and for the same 
period, the total assets of the System were 
$34,048,000, and its total revenues were 
$70,775,000. Of the total revenues of the System, 
approximately $33,561,000 (or 47.42%) were from 
sales of natural gas for feed stock, fuel and pressure 
maintenance to industrial and utility purchasers 
(43,895 MCF representing $32,797,000) and to 
domestic and irrigation purchasers (231 MCF 
representing $462,000). Approximately 
$35,828,000 (or 50.62%) of the System’s total 
revenues were from intercompany transfers, andthe 
balance was derived from fees for transporting gas 
for others. 


Conoco proposes to transfer the System to Louisiana 
Gas. Following the transfer, Louisiana Gas will be 
primarily engaged in the pipeline business, but will, 
by virtue of retail sales of natural gas to purchasers 
other than Conoco’s refining and chemical 
department and its industrial and utility purchasers, 
be a “gas utility company” within the meaning of 
Section 2(a)(4) of the Act. Conoco states that sales of 
natural gas at retail will not exceed 1% of the total 
revenues of Louisiana Gas on a pro forma basis, and 
requests that the Commission find that by reason of 
the small amount of such sales at retail Louisiana 
Gas will not be deemed a “gas utility company.” 


Section 2(a)(4) provides, in part, that the 
Commission may declare acompany not to bea “gas 
utility company” if it finds that “(A) such company is 
primarily engaged in one or more businesses other 
than the business of a gas utility company, and (B) 
by reason of the small amount of natural or 
manufactured gas distributed at retail by such 
company it is not necessary in the public interest or 
for the protection of investors and consumers that 
such company be considered a gas utility company 
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for the purposes of [the Act].” Rule 10(a)(1) under 
the Act provides, further, that a company shall be 
exempt from the duties, liabilities and obligations 
imposed under the Act upon it as a “holding 
company” with respect to a subsidiary which, insofar 
as it is a public utility company, is declared not to be 
a “gas utility company” under Section 2(a)(4). 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than September 3, 1980, 
request in writing that a hearing be held on such 
matter, stating the nature of his interest, the reasons 
for such request, and the issues of fact or law raised 
by said application which he desires to controvert; or 
he may request that he be notified ifthe Commission 
should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. A 
copy of such request should be served personally or 
by mail upon the applicants at the above-stated 
addresses, and proof of service (by affidavit or, in 
case of an attorney at law, by certificate) should be 
filed with the request. At any time after said date, the 
application, as filed or as it may be amended, may be 
granted in the manner provided in rule 23 of the 
General Rules and Regulations promulgated under 
the Act, or the Commission may take such other 
action as it deems appropriate. Persons who request 
a hearing or advice as to whether a hearing is 
ordered will receive any notices and orders issued in 
this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21677/August 11, 1980 


In the Matter of 

ALABAMA POWER COMPANY 
P.O. Box 2641 

Birmingham, Alabama 35291 
(70-6117) 


NOTICE OF POST-EFFECTIVE AMENDMENT 
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RELATING TO ISSUANCE AND SALE OF SHORT- 
TERM NOTES TO BANKS AND DEALERS IN 
COMMERCIAL PAPER; EXCEPTION FROM 
COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Alabama Power 
Company (“Alabama”), an electric utility subsidiary 
of The Southern Company (“Southern”), a registered 
holding company, has filed post-effective 
amendments to the application-declaration in this 
proceeding, pursuant to Sections 6, 7 and 12 of the 
Public Utility Holding Company Act of 1935 (“Act”), 
and Rules 45 and 50(a)(5) promulgated thereunder, 
as applicable to the proposed transactions. All 
interested persons are referred to the amended 
application-declaration, which is summarized 
below, for a complete statement of the proposed 
transactions. 


Alabama currently is negotiating to extend its 
Revolving Credit Agreement with a group of banks 
for a period of one year so that the expiration date 
thereof will be September 30, 1981, rather than 
September 30, 1980. The Revolving Credit 
Agreement provides a $500,000,000 line of credit. 
Alabama has additional lines of credit from other 
banks, principally in the State of Alabama, 
aggregating approximately $75,000,000 and issues 
commercial paper. Alabama now requests that its 
short-term borrowing authorization be extended 
through September 30, 1981 and be increased to 
permit a maximum aggregate principal amount 
outstanding at any one time of $575,000,000. 


In general, borrowings are in the form of unsecured 
promissory notes, of a maturity of nine months or 
less. Except for commercial paper, issued for much 
shorter periods, such notes are prepayable without 
penalty. The credit agreements give Alabama the 
right to refund maturing obligations, within the limits 
specified in those agreements. The base interest 
rate on the first $250,000,000 of borrowing under 
the Revolving Credit Agreement is the higher of 
108% of the base rate of Citibank, or 1/2 of 1% above 
a defined commercial paper rate. The base rate will 
apply only if Alabama’s bond rating is upgraded toa 
single A category. An additional 1/4 of 1% is added, 
as long as the bond rating is lower. Borrowings above 
the $250,000,000 level cost 110% of the applicable 
rate. 


A two part commitment fee is charged, consisting of 


7 2% of the variable interest rate which is or would be 
applicable to the first $250,000,000 of borrowings 
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and 10% of the rate applicable to the second 
$250,000,000, plus 1/2% of 1% on the unborrowed 
portion. No compensating balance is required. The 
local bank credit agreements generally require 
compensating balances of up to 20% of the amounts 
borrowed, and bear interest at the lenders’ prime 
rates. 


Based on the current Citibank rate of 10% per 
annum, Alabama’s current bond ratings and the 
approximate balance of $286 million as of July 31, 
1980, the effective interest rate under the Revolving 
Credit Agreement is 14.21% per annum. The 
effective interest rate on the local bank borrowings, 
based on an 11% prime rate, is approximately 
13.75% per annum. 


The Revolving Credit Agreement was entered into as 
of March 31, 1978, pursuant to an order entered in 
this proceeding on March 24, 1978 (HCAR No. 
20469), which reserved jurisdiction over 
$250,000,000 of the authorized borrowings 
thereunder. Further orders on March 23, 1979 
(HCAR No. 20970), and August 16, 1979 (HCAR No. 
21188) were entered, the last reserving jurisdiction 
over the final $100,000,000. 


The capitalization of Alabama, at December 31, 


1979 and March 31, 1980 consisted of: 
December 31,1979 March 31, 1980 
(in millions) 
Amount % Amount % 
$1,884 51.4 $1,883 50.4 
Interim obligation 353 9.6 394 10.5 
Current maturities 24 0.6 29 0.8 
2,261 61.6 2,306 61.7 
Preferred stock 384 10.5 382 10.2 
1,023 27.9 1,050 28.1 
3,668 100.0 3,738 100.0 


Prolonged rate litigation had precluded long-term 
financing, except for common equity supplied by 
Southern and compelled a sharp curtailment of 
Alabama’s previously planned expenditures. Relief 
obtained in 1979 has permitted Alabama to develop 
a financial plan, based on bond and stock financing, 
which contemplates the payment of the 
accumulated borrowings in 1980 and a return to a 
normal level and cycle of short term borrowings and 
security sales. The first $100,000,000 of new bonds 
were sold pursuant to the order of June 3, 1980 
(HCAR No. 21605) and an application-declaration 
for sale of the next series, of the same size, is 
pending. Alabama’s gross capital addition budget is 
about $425 million for 1980, of which about $130 


Long-term debt 


Common equity 
Total 
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million had been expended as of April 11, 1980, and 
its budget for the first three quarters of 1981 is about 
$370 million. 


The timing of the full financing program is subject to 
market conditions and other variable factors. 
Alabama states that the extension of the Revolving 
Credit Agreement and the borrowing authorization” 
requested is necessary to permit it to cope with 
possible delays and contingencies. 


The Alabama Public Service Commission has 
authorized the proposed transactions. No other state 
commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed 
transactions. A statement of the fees, commissions 
and expenses to be incurred in connection with the 
proposed transaction will be filed by amendment. 


NOTICE IS FURTHER GIVEN that any interested 
persons may, not later than September 4, 1980, 
request in writing that a hearing be held on such 
matter stating the nature of his interest, the reasons 
for such request, and the issues of fact or law raised 
by said post-effective amendment, which he desires 
to controvert; or he may request that he be notified if 
the Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request should be served 
personally or by mail upon the applicants-declarants 
at the above-stated address, and proof of service (by 
affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any 
time after said date, the application-declaration, as 
now amended or as it may be further amended, may 
be granted and permitted to become effective as 
provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules 
as provided in Rules 20(a) and 100 thereof, or take 
such other action as it may deem appropriate. 
Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices 
or orders issued in this matter, including the date of 
the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21678/August 12, 1980 


In the Matter of 


VERMONT YANKEE NUCLEAR 
POWER CORPORATION 

77 Grove Street 

Rutland, Vermont 05701 


(70-6475) 


NOTICE OF PROPOSAL TO ISSUE AND SELL SHORT- 
TERM PROMISSORY NOTES; ORDER AUTHORIZ- 
ING SOLICITATION OF PROXIES 


NOTICE IS HEREBY GIVEN that Vermont Yankee 
Nuclear Power Corporation (“Vermont Yankee”), a 
subsidiary of New England Electric System and 
Northeast Utilities, both registered holding 
companies, has filed a declaration and an 
amendment thereto with this Commission pursuant 
to the Public Utility Holding Company Act of 1935 
(“Act”) designating Section 6 of the Act and Rules 62 
and 65 promulgated thereunder as applicable tothe 
proposed transactions. All interested persons are 
referred to the amended declaration, which is 
summarized below, for a complete statement of the 
proposed transactions. 


Vermont Yankee’s Articles of Association currently 
provide that, without the vote of a majority of the 
outstanding cumulative preferred stock, Vermont 


Yankee shall not issue or incur unsecured 
indebtedness if immediately thereafter, (i) the 
aggregate principal amount of all unsecured 
indebtedness would exceed 20% of the total 
principal amount and par value of the other 
securities of Vermont Yankee or (ii) the aggregate 
principal amount of all short-term unsecured 
indebtedness of Vermont Yankee would exceed 10% 
of such total. As of April 30, 1980, the total principal 
amount and par value of the other securities of the 
Company equaled $15,866,802. 


Vermont Yankee projects that its cash needs in 
connection with the acquisition of an inventory of 
uranium, the fabrication of nuclear fuel and the 
installation in its plant of capital improvements 
necessary to meet requirements of the Nuclear 
Regulatory Commission will amount to $27,400,000 
for the balance of 1980, and $32,200,000 and 
$28,300,000 for 1981 and 1982, respectively. While 
Vermont Yankee intends ultimately to finance these 
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needs through appropriate fuel financing and other 
long-term arrangements, the present state of the 
capital markets and general economy make the 
timing of such financings important. Therefore 
Vermont Yankee desires to obtain the necessary vote 
of its preferred stock to permit it to increase its 
unsecured indebtedness so that initially some of 
these needs may be met by such borrowings, 
thereby giving Vermont Yankee more flexibility inthe 
timing of the placement of its long-term financings. 


Vermont Yankee intends to call a special meeting of 
its preferred stockholders and to solicit proxies by 
mailing to each holder a letter, solicitation statement 
and proxy. Such mailing will be followed by oral 
solicitations of certain stockholders and brokers by 
officers and other regular employees of Vermont 
Yankee. In addition, Vermont Yankee will retain the 
services of Georgeson & Co., New York, New York, to 
act as Vermont Yankee’s agent in soliciting proxies 
from preferred stockholders by oral follow-up 
solicitations. 


Vermont Yankee currently maintains lines of credit 
in the principal amount of $8 million each with The 
First National Bank of Boston and Chase Manhattan 
Bank (“Banks”). As of April 30, 1980, Vermont 
Yankee had $4.2 million in loans outstanding under 
those lines. As of that date, 5% of the principal 
amount and par value of the other securities of the 
Company equaled $7,082,000. 


As described above, Vermont Yankee will have 
substantial capital needs during 1980 and beyond. If 
it is successful in obtaining the necessary preferred 
stockholder vote, Vermont Yankee intends to seek 
from the Banks (and possibly other banks also) 
increased lines of credit until lines aggregating a 
maximum of $32 million have been obtained and 
will also investigate the possibility of borrowing from 
its sponsor companies pursuant to the Capital Funds 
Agreements. Borrowings under the lines of credit 
would be made during a period not to exceed three 
years and would be evidenced by Vermont Yankee’s 
promissory notes, maturing up to three months after 
their date of issue and bearing interest at the 
lenders’ prime rate. The Banks presently require 
Vermont Yankee to maintain compensatory 
balances equal to 7.5% of the lines and 7.5% of any 
borrowings thereunder. Assuming full borrowings 
under the lines and a prime rate of 12% per annum, 
the effective costs of borrowings would be 14.1%. 
Borrowings from sponsors under the Capital Funds 
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Agreements would be at a rate not less than 1%% 
above the prime rate. 


The fees, commissions and expenses to be incurred 
in connection with the proposed transaction are 
estimated at $10,000, including legal fees of $3,000 
and soliciting agents fee of $3,500. The Vermont 
Yankee Public Service Board has jurisdiction over 
the issuance of short-term debt in excess of 12% of 
Vermont Yankee’s total assets. It is stated that no 
other state or federal regulatory authority, other than 
this Commission, has jurisdiction over the proposed 
transactions. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than September 5, 1980, 
request in writing that a hearing be held on such 
matter, stating the nature of his interest, the reasons 
for such request, and the issues of fact or law raised 
by the filing which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail 
upon the declarant at the above-stated address, and 
proof of service (by affidavit or, in case of an attorney 
at law, by certificate) should be filed with the 
request. At any time after said date, the declaration, 
as amended or as it may be further amended, may 
be granted and permitted to become effective as 
provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules 
as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. 
Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices 
or orders issued in this matter, including the date of 
the hearing (if ordered) and any postponements 
thereof. 


It appearing to the Commission that the declaration, 
insofar as it proposes the solicitation of proxies of 
Vermont Yankee’s preferred shareholders, should 
be permitted to become effective forthwith pursuant 
to Rule 62: 


IT IS ORDERED that the declaration regarding the 
proposed solicitation of proxies of Vermont Yankee’s 
preferred stockholders be, and it hereby is, 
permitted to become effective forthwith pursuant to 
Rule 62 and subject to the terms and conditions 
prescribed in Rule 24 under the Act. 
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For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11293/August 8, 1980 


In the Matter of 


METROPOLITAN FUND, INC. (THE) 
c/o The Plains Corporation 

7000 E. Camelback Road #33 
Scottsdale, Arizona 85251 


(811-2065) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 8(f) OF THE INVESTMENT COMPANY ACT 
OF 1940 FOR AN ORDER OF THE COMMISSION 
DECLARING THAT APPLICANT HAS CEASED TO BE 
AN INVESTMENT COMPANY 


NOTICE IS HEREBY GIVEN that The Metropolitan 


Fund, Inc. (“Applicant”), registered under the 
Investment Company Act of 1940 (“Act”) as an 
open-end, diversified, management investment 
company, filed an application on June 21, 1980, 
pursuant to Section 8(f) of the Act, for an order of the 
Commission declaring that Applicant has ceased to 
be an investment company as that term is defined in 
the Act. All interested persons are referred to the 
application on file with the Commission for a 
statement of the representations contained therein, 
which are summarized below. 


Applicant was organized under the laws of the State 
of Arizona. It registered under the Act on May 25, 
1970. The application states that Applicant has not 
filed a registration statement pursuant to the 
Securities Act of 1933, and thus has never made a 
public offering of its securities. The application also 
states, among other things, that Applicant’s charter 
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has been abandoned; that it has no securityholders; 
that it has no assets, debts or liabilities outstanding; 
that it is not a party to any pending litigation or 
administrative proceedings; and that Applicant has 
not within the last eighteen months transferred any 
of its assets to a separate trust the beneficiaries of 
which were or are shareholders of Applicant. Finally, 
Applicant states it is not currently engaged in nor will 
it engage in any business activities except the 
winding-up of its business affairs. 


Section 8(f) of the Act provides, in pertinent part, 
that whenever the Commission, on its own motion or 
upon application, finds that a registered investment 
company has ceased to be an investment company, 
it shall so declare by order, and upon the 
effectiveness of such order the registration of such 
company shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than September 8, 1980, at 
5:30 p.m., submit to the Commission in writing a 
request for a hearing on the application 
accompanied by a statement as to the nature of his 
interest, the reasons for such request and the issues, 
if any, of fact or law proposed to be controverted, or 
he may request that he be notified if the Commission 
shall order a hearing thereon. Any such 
communication should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request shall be served 
personally or by mail upon Applicant at the address 
stated above. Proof of such service (by affidavit or, in 
the case of an attorney-at-law, by certificate) shall be 
filed contemporaneously with the request. As 
provided by Rule 0-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of the 
application herein will be issued as of course 
following said date unless the Commission 
thereafter orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11294/August 8, 1980 


In the Matter of 


THE CHASE FUND OF BOSTON 
SHAREHOLDERS’ TRUST OF BOSTON 
CHASE SPECIAL FUND OF BOSTON, INC. 
CHASE FRONTIER CAPITAL FUND OF BOSTON, INC. 
PHOENIX INVESTMENT COUNSEL OF 
BOSTON, INC. 
535 Boylston Street 
Boston, Massachusetts 02116 


PHOENIX FUND, INC. 

PHOENIX CAPITAL FUND, INC. 

PHOENIX EQUITY PLANNING CORPORATION 
PHOENIX MUTUAL LIFE INSURANCE COMPANY 
One American Row 

Hartford, Connecticut 06115 


(812-4649) 


NOTICE OF FILING OF AN APPLICATION FOR AN 
ORDER OF THE COMMISSION EXEMPTING 
CERTAIN PROPOSED EXCHANGES FROM SECTION 
22(c) OF THE ACT AND RULE 22c-1 THEREUNDER 
PURSUANT TO SECTION 6(c) OF THE ACT AND 
EXEMPTING SUCH PROPOSED EXCHANGES FROM 
SECTION 17(a) OF THE ACT PURSUANT TO 
SECTION 17(b) OF THE ACT 


NOTICE IS HEREBY GIVEN that Shareholders’ Trust 
of Boston (“Shareholders”), Chase Special Fund of 
Boston, Inc. (“Special”), Chase Frontier Capital Fund 
of Boston, Inc. (“Frontier”), Phoenix Fund, Inc. 
(“Phoenix Fund”), Phoenix Capital Fund, Inc. 
(“Phoenix Capital’) (hereinafter collectively referred 
to as “the Funds”), and The Chase Fund of Boston 
(“Chase”), all registered under the Investment 
Company Act of 1940 (“Act”) as open-end, 
diversified, management investment companies, 
and Phoenix Investment Counsel of Boston, Inc. 
(“Phoenix of Boston”) and Phoenix Equity Planning 
Corporation (“PEPCO”), both registered under the 
Investment Advisers Act of 1940 (‘Advisers Act”) 
and Phoenix Mutual Life Insurance Company 
(“Phoenix Mutual’) (the Funds, Chase, Phoenix of 
Boston, PEPCO and Phoenix Mutual hereinafter 
referred to as “Applicants”), filed an application on 
February 1, 1980 and an amendment thereto on 
June 17, 1980, in connection with the proposed 
acquisition by Chase, after the recapitalization of 
Chase as a series fund, of the assets of the Funds 
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(‘Proposed Exchanges”). The application requests 
an order of the Commission (1) pursuant to Section 
6(c) of the Act exempting the Proposed Exchanges 
from the provisions of Section 22(c) of the Act and 
Rule 22c-1 thereunder, to permit the issuance of 
shares of the series fund at new asset value, but at a 
price other than the price next determined after 
receipt of a purchase order; and (2) pursuant to 
Section 17(b) of the Act exempting the Proposed 
Exchanges from the provisions of Section 17(a) of 
the Act. All interested persons are referred to the 
application on file with the Commission for a 
statement of the representations contained therein, 
which are summarized below. 


Chase was organized as a Massachusetts business 
trust on April 7, 1958. As of October 31, 1979, Chase 
had net assets of approximately $25.5 million 
beneficially owned by approximately 8,000 
shareholders. The primary investment objective of 
Chase is capital appreciation. 


Shareholders was organized as a Massachusetts 
business trust on March 13, 1948. As of October 31, 
1979, Shareholders had net assets of approximately 
$38 million beneficially owned by approximately 
5,800 shareholders. The investment objectives of 
Shareholders are: (a) the conservation of principal; 
(b) the production of a reasonable amount of current 
income; and (c) the possible enhancement of 
principal income. 


Special was organized as a corporation under the 
laws of the Commonwealth of Massachusetts on 
February 24, 1969. As of October 31, 1979, Special 
had net assets of approximately $10.8 million 
beneficially owned by approximately 4,900 
shareholders. The investment objective of Special is 
capital appreciation. Special may from time to time 
employ “leverage” by borrowing from banks at fixed 
amounts of interest and investing the borrowed 
funds to increase its ownership of securities 
holdings above the amounts otherwise possible. 


Frontier was organized as a corporation under the 
laws of the Commonwealth of Massachusetts on 
January 26, 1968, and has qualified as a diversified, 
open-end investment company since December 1, 
1971. As of October 31, 1979, Frontier had net 
assets of approximately $12.6 million beneficially 
owned by approximately 6,700 shareholders. 
Frontier's investment objective is appreciation of 
investors’ capital. Frontier may from time to time 
employ “leverage” by borrowing from banks at fixed 
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amounts of interest and investing the borrowed 
funds to increase its ownership of securities 
holdings above the amounts otherwise possible. 


Phoenix Fund was incorporated under the laws of the 
State of Maryland on January 2, 1970. As of October 
31, 1979, Phoenix Fund had net assets of 
approximately $16.9 million beneficially owned by 
approximately 2,200 shareholders. Phoenix Mutual 
owned outright 5.4 percent of the outstanding voting 
securities of Phoenix Fund as of October 31, 1979. 
The investment objective of Phoenix Fund is to 
produce current income with due regard for both 
capital enhancement and the need to protect capital 
values. 


Phoenix Capital was incorporated under the laws of 
the State of Maryland on December 4, 1970. On 
October 31, 1979, the net assets of Phoenix Capital 
were approximately $8.9 million beneficially owned 
by approximately 1,700 shareholders. Phoenix 
Mutual owned outright 7.6 percent of the 
outstanding voting securities of Phoenix Capital as of 
October 31, 1979. Phoenix Capital’s investment 
objective is to seek long-term growth of capital. 


Phoenix of Boston is the investment adviser for 
Chase, Shareholders, Special and Frontier. Phoenix 
of Boston will be the investment adviser of the series 
fund following the proposed transactions. All of the 
outstanding stock of Phoenix of Boston is owned by 
PEPCO, a wholly owned subsidiary of Phoenix 
Mutual. 


PEPCO is the investment adviser to Phoenix Fund 
and Phoenix Capital and is the national distributor 
for Chase and the Funds and will continue to be the 
national distributor for the series fund following the 
proposed transactions. PEPCO also performs 
bookkeeping and pricing services for Chase and the 
Funds and will perform those services for the series 
fund. PEPCO is registered as a broker dealer in 
approximately 40 states. PEPCO was organized in 
1968 and acquired Phoenix of Boston (then known 
as John P. Chase, Inc.) in 1975. 


Phoenix Mutual is a mutual life insurance company 
formed under the laws of Connecticut. It is in the 
business of writing ordinary and group life and 
health insurance and annuities. 


Pursuant to a Plan of Recapitalization, Chase 
proposes to amend its Declaration of Trust to change 
its name to Phoenix-Chase Series Fund (“Series 
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Fund”) and to provide its trustees with the authority 
from time to time to divide the class of shares into 
two or more series of shares (“Recapitalization”). 
The amendment to the Declaration of Trust would 
establish and designate the following series of 
shares: Phoenix-Chase Growth Fund, Phoenix-Chase 
Stock Fund, Phoenix-Chase Balanced Fund, 
Phoenix-Chase Money Market Fund, and Phoenix- 
Chase High Yield Fund. Under the amendment tothe 
Declaration of Trust, shares of Chase outstanding as 
of the effective date of the amendment would 
become shares of the Growth Fund series. The 
conversion ratio would be share for share, and all 
assets and liabilities of Chase would be assets and 
liabilities of the Growth Fund series. Simultaneously, 
the registration statement of Chase on Form N-1 
would be amended to provide for the public offering 
of shares of the Growth Fund series, the High Yield 
Fund series, and the Money Market Fund series. 
Applicants further state that Phoenix Mutual has 
made an initial investment of $4,500,000 in shares 
of the High Yield Fund series and $2,200,000 in 
shares of the Money Market Funds series, as aresult 
of which it owns over five percent of the shares inthe 
Series Fund. 


Applicants further propose that following such 
Recapitalization and pursuant to the terms of 
Agreements and Plans of Reorganization (“Plans”), 
each of the Funds will, on a Closing Date to be 
determined separately for each of the Funds, 
transfer substantially all of its assets to one of the 
series (hereinafter referred to as “the applicable 
series’) of the Series Fund in exchange for shares of 
beneficial interest in such applicable series 
(“Proposed Exchanges”). The applicable Series for 
each of the Funds is as follows: 


Fund 
Shareholders 
Phoenix Fund 
Special 
Frontier 
Phoenix Capital 


Phoenix-Chase Series 
Balanced Fund 
Balanced Fund 

Stock Fund 
Stock Fund 
Growth Fund 


Applicants state that it is expected although not 
required by the Plans that all the Proposed 
Exchanges will occur simultaneously and that the 
value of the assets of each of the Funds, for purposes 
of the Proposed Exchanges, will be net asset value 
computed as of the Effective Date for each of the 


Funds. The Effective Date of the Proposed 
Exchanges will be as of the close of business on the 
day preceding the Closing Date. The net asset value 
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of each of the Funds will be computed on the basis of 
the valuation procedures customarily used by the 
respective Funds, adjusted for the payment of 
amounts for expenses, liabilities for dividends or 
distributions, appraisal rights and any Federal or 
state income or other taxes arising out of the 
Proposed Exchanges and dissolution of the Funds. 
Applicants state that the Money Market Funds series 
and the High Yield series will not be involved in the 
Proposed Exchanges. 


According to the Plans, the number of shares of the 
applicable series to be issued will be determined by 
dividing the aggregate value of the net assets to be 
transferred by each of the Funds by the net asset 
value per share of the applicable series on the 
Effective Date of the Proposed Exchanges. The net 
asset value per share of the applicable series as of 
the Effective Date will be determined to the nearest 
one-hundredth of as full-cent as follows: 


a. In the case of any series which has assets prior to 
the Closing Date, by using the same valuation 
procedures used by it in respect to the public sale of 
its shares as set forth in its then current prospectus, 
or 


b. In the case of any other series, by dividing the 
value of the net assets (determined as set forth 
above) of the Fund (or, if closings are held with more 
than one fund on the same day involving the same 
series, then whichever such fund has the greater 
number of shareholders) by the aggregate number 
of its full and fractional shares outstanding as of the - 
Effective Date. 


Applicants further represent that no adjustment will 
be made in the number of shares of the Series Fund 
issued based on unrealized appreciation or 
depreciation or capital loss carryovers as the boards 
of directors or trustees of Chase and the Funds have 
each determined that the benefit or detriment, if 
any, to their shareholders from such amounts would 
be too speculative or theoretical to justify such 
action. 


Pursuant to the Plans, each of the Funds will approve 
a Plan of Complete Liquidation and Dissolution 
pursuant to which the shares of the applicable series 
received on the Closing Date will be distributed by 
such Fund ratably to its shareholders in exchange for 
and complete cancellation and retirement of all its 
issued and outstanding shares and in complete 
liquidation of such Fund, followed by its dissolution. 
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According to the application, as supplemented by a 
letter of August 4, 1980, the amendment of the 
Declaration of Trust for Chase was approved by 
Chase’s shareholders on July 12, 1980, and such 
amendment became effective on July 28, 1980. The 
letter further states that the relevant Plans are 
expected to be submitted for the approval of the 
respective shareholders of each Fund prior to 
October 31, 1980. 


The obligations of Chase and each of the Funds in 
the Proposed Exchanges are conditional upon: the 
approval of the requisite number of shareholders of 
Chase and the Funds, respectively, of the 
amendment to the Declaration of Trust of Chase and 
of the Plans; the registration with the Commission of 
the shares of beneficial interest of the Series Fund to 
be issued; the receipt of a favorable ruling from the 
Internal Revenue Service or a written opinion of 
counsel, satisfactory to the parties, as to the 
qualification of the Proposed Exchanges as tax-free 
reorganizations under the Internal Revenue Code; 
comparable rulings or opinions concerning the tax 
consequences under Massachusetts law; the 
issuance of an order from the Commission providing 
an exemption from the applicable provisions of 
Sections 17 and 22 of the Act as amended, or such 
other orders as such parties’ counsel may deem 
advisable; and certain standard conditions relating 
to compliance with the terms of the Plans. 


Applicants state that it has been agreed that all 
expenses directly related to the Recapitalization and 
Proposed Exchanges, over and above the norma! 
annual meeting expenses of Chase and the Funds, 
will be borne by Phoenix of Boston, the investment 
adviser of Chase, Shareholders, Special, Frontier, 
and the Series Fund (following the recapitalization of 
Chase). Applicants further state, however, that each 
Fund may choose to pay some portion of the 
reorganization expenses if it is found to be 
consistent with its representations in the Plans, 
more particularly, the representation of each party to 
the Proposed Exchanges that such amounts will be 
limited as nearly as possible to the amount 
necessary to preserve its status as a regulated 
investment company under Subchapter M of the 
Internal Revenue Code. 


Applicants further state that the terms of the 
proposed investment advisory contract between the 
Series Fund and Phoenix of Boston provide for an 
adviser’s fee of 0.5 percent of the first $500 million, 
0.45 percent of the next $500 million and 0.40 
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percent of the excess over $1 billion of the average 
net asset value of the Series Fund for the fiscal year. 
The advisory fee applicable to the Growth Fund 
series will be 0.45 percent until the total net assets of 
the Series Fund exceed $100,000,000. According to 
the application, such amounts will be prorated 
among the series in proportion to their respective 
aggregate average of daily net asset values. 
Applicants further state that a proposed financial 
agent agreement with PEPCO provides that PEPCO 
will prepare tax returns and bookkeeping schedules 
required by the Series Fund’s auditors and that 
PEPCO will provide essentially the same services 
relating to the registration and qualification of the 
Series Fund and its shares with the Commission and 
the states in which such shares are offered as are 
now provided in the existing investment advisory 
agreements of Chase and the Funds. 


Section 22(c) of the Act, and Rule 22c-1 thereunder 
together provide, in part, that a registered 
investment company may not issue its redeemable 
securities except at a price based on the current net 
asset value of such security which is next computed 
as of the close of trading on the New York Stock 
Exchange next following receipt of an order to 
purchase such security. 


The Plans provide that the assets of each of the 
Funds and the net asset value of the applicable 
series will be valued as of the time of the close of 
trading on the New York Stock Exchange on the last 
business day preceding the Closing Date of the 
Proposed Exchanges. Thus, the “forward pricing” 
requirement of Section 22(c) of the Act and Rule 
22c-1 thereunder will not be met. 


Applicants assert that, as a practical matter, 
valuation of the assets of the Funds and the shares of 
the applicable series as of the last full business day 
preceding the Closing Date of the Proposed 
Exchanges is required in order to determine the 
number of shares of such applicable series to be 
issued on the Closing Date. Applicants further 
represent that, since the Closing Date for each of the 
Proposed Exchanges will be agreed upon by the 
respective parties of such Proposed Exchange prior 
to the time of valuation of the respective assets and 
shares, and since the net asset values of both the 
applicable series (if it has assets) and the assets of 
all the Funds to be acquired on the Closing Date for 
each Proposed Exchange would be valued at the 
same time, the proposed valuation procedure will be 
fair to the shareholders of Chase and the Funds, and 
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will not present any of the potential for abuse that 
Rule 22c-1 is intended to prevent. Moreover, 
Applicants state that an investor purchasing or 
redeeming Fund shares on the Closing Date would 
not be adversely affected by the proposed valuation 
procedure since his shares would be valued (as 
shares of the combined series) in the normal fashion 
at the price determined as of the close of business on 
the Closing Date. 


Section 6(c) of the Act provides, in part, that the 
Commission, by order upon application, may 
conditionally or unconditionally exempt any person 
or transaction from any provision of the Act or of any 
rule or regulation thereunder, if and to the extent that 
such exemption is necessary or appropriate in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. 


Applicants represent that an order exempting 
Applicants from the provisions of Section 22(c) and 
Rule 22c-1 thereunder to the extent necessary to 
enable valuations as of the time set forth above is 
appropriate in the public interest and consistent 
with the protection of investors and the purposes 
fairly intended by the Act. 


Section 17(a) of the Act provides, in part, that it shall 
be unlawful for any affiliated person of a registered 
investment company, or any affiliated person of 
such a person, acting as principal, knowingly to sell 
to or purchase from such registered investment 
company any security or other property except 
securities of which the investment company is the 
issuer. 


Applicants state that no person owns beneficially 25 
percent or more of the voting securities of Chase or 
any of the Funds and, therefore, that Chase and the 
Funds are not “affiliated persons” or affiliated 
persons of affiliated persons” of each other on the 
basis of presumptive control within the meaning of 
Section 2(a)(9) of the Act. However, Phoenix of 
Boston, a wholly-owned subsidiary of PEPCO, is the 
investment adviser of Chase and all the Funds 
except Phoenix Fund and Phoenix Capital. PEPCO, 
which in turn is a wholly-owned subsidiary of 
Phoenix Mutual, serves as the investment adviser of 
Phoenix Fund and Phoenix Capital. In addition, the 
boards of directors and officers of Phoenix Fund and 
Phoenix Capital are identifical, and Phoenix Fund 
and Phoenix Capital have four officers (but no 
directors) in common with Chase and the other 
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Funds, and one common director with Frontier. 
Moreover, Phoenix Mutual shares common directors 
or officers with all the other Applicants. Accordingly, 
the Applicants might be deemed to be “affiliated 
persons” of each other by virtue of being under 
common control within the meaning of Section 
2(a)(3) of the Act and therefore the Proposed 
Exchanges might be deemed to be prohibited by 
Section 17(a) of the Act. The application states that, 
while the Applicants do not necessarily agree~with 
such an_ interpretation, they have deemed it 
advisable to resolve any uncertainty by requesting 
the Commission to exercise its exemptive-authority 
under Section 17(b) of the Act. 


According to the application, it is also possible that 
Phoenix Fund, Phoenix Capital and the Series Fund 
might be deemed to be “affiliated persons of an 
affiliated person” of each other by virtue of Phoenix 
Mutual’s ownership of 5% or more of the stock of 
Phoenix Fund and Phoenix Capital, and the initial 
investment by Phoenix Mutual in the shares of the 
High Yield Fund series and Money Market Fund 
series, aS a result of which Phoenix Mutual is the 
owner of over 5% of the shares of the Series Fund. 
Thus, the Proposed Exchange of the assets of 
Phoenix Fund and Phoenix Capital for the shares of 
the Series Fund would be prohibited by Section 
17(a) of the Act absent an exemption under Section 
17(b). Similarly, Phoenix Mutual’s status as an 
“affiliated person” of the Series Fund would also 
prohibit Phoenix Mutual from exchanging its shares 
of Phoenix Fund and Phoenix Capital for shares of 
the Series Fund without an exemption under Section 
17(b) of the Act. 


Section 17(b) of the Act provides that the 
Commission, upon application, may exempt a 
proposed transaction from the provisions of Section 
17(a) of the Act if the evidence establishes that the 
terms of the proposed transaction, including the 
consideration to be paid or received, are fair and 
reasonable and do not involve overreaching on the 
part of any person concerned and that the proposed 
transactions are consistent with the policy of each 
registered investment company concerned and with 
the general purposes of the Act. 


Applicant state that the terms of the Proposed 
Exchanges are reasonable and fair and do not 
involve overreaching by any of the Applicants and 
that the Proposed Exchanges are consistent with the 
investment policies of each Applicant and with the 
general purposes of the Act. In this regard, 
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Applicants represent that the Proposed Exchanges 
are expected to result in certain economies to the 
shareholders of Chase and the Funds attributable to 
a consolidation of audit, legal and transfer agent 
fees, printing costs and lower state tax liability. 
According to the application, these expense savings 
are expected to exceed any additional costs due to 
greater advisory fees (for shareholders of Chase), 
the allocation of Blue Sky fees to the Series Fund 
(currently paid by the national distributor inthe case 
of Chase and Shareholders), and less extensive 
expense reimbursement provisions (compared to 
the present contracts of Special, Frontier, Phoenix 
Fund and Phoenix Capital). furthermore, Applicants 
assert that the proposed transactions will provide 
benefits in terms of the ease with which 
shareholders can manage their investments to best 
meet their changing investment and financial needs 
without ceasing to be shareholders of the Series 
Fund. Therefore, Applicants assert that the 
Proposed Exchanges are expected to benefit Chase 
and the Funds and their respective shareholders by 
providing better investment services and 
opportunities at lower cost. The terms of the Plans as 
stated in the application provide for the acquisition 
of the Funds by the Series Fund on the basis of the 
net asset values of each of the Funds as of the 
Closing Date for the relevant Proposed Exchange. 
Thus, the shareholders of all the Funds will receive 
shares of the applicable series having an aggregate 
net asset value equal to the net asset value of the 
shares that such shareholders held prior to the 
Proposed Exchange. 


Applicants assert that the payment of expenses by 
Phoenix of Boston is consistent with the provisions, 
policies, and purposes of the Act, that it is to the 
benefit of the shareholders of Chase and each of the 
Funds, and that it is fair and proper on the basis of 
the benefits to Phoenix of Boston as a result of the 
proposed transactions and the fact that Phoenix of 


Boston and PEPCO initiated the proposed 
transactions and submitted them to Chase and the 
Funds on the basis that they would bear such 
expenses. Applicants further believe that the 
provision of the Plans by which Chase and each of 
the Funds may choose to pay a portion of such 
expenses, limited as nearly as possible to the 
amount necessary to assure that such Fund will 
preserve its status under Subchapter M, gives each 
party the flexibility to achieve the most beneficial 
result from all points of view. 


Applicants state that the respective Directors and 
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Trustees of each of the Funds and Chase have 
concluded that there would be no dilution of any 
shareholder’s interest as a result of the Proposed 
Exchanges, based on the payment of expenses by 
Phoenix of Boston to the extent stated above, the fact 
that no undue costs will be incurred in liquidating a 
portion of any Fund’s assets, and because the 
proposed exchange of assets for shares will be based 
on relative net asset values. In this regard, 
Applicants further represent that Phoenix of Boston 
is currently involved in a class action suit brought by 
certain former clients of a wholly-owned inactive 
subsidiary of Phoenix of Boston, Chase Investment 
Services of Boston, Inc. (“CIS”), which alleges, 
among other things, violations of the antifraud 
provisions of the Advisers Act and the Securities 
Exchange Act of 1934. Phoenix of Boston states that, 
although it considers that this litigation would not 
currently impair its ability to perform its obligations 
to the Series Fund, an adverse decision could result 
in a materially adverse impact on Phoenix of Boston 
and its operations. Applicants further state, 
however, that neither Chase nor any of the Fundsisa 
party to this litigation or a member of any class which 
might be benefitted thereby and that, accordingly, 
the respective Trustees and Directors of Chase and 
the Funds have concluded that shareholders of 
neither Chase nor the Funds would suffer any 
potential dilution in connection with the litigation as 
a result of the Proposed Exchanges. 


Applicants assert that the Proposed Exchanges are 
consistent with the investment objectives and 
policies of each of the funds and Chase. The assets 
of each of the Funds will be transferred to the 
applicable series having investment objectives and 
policies similar to those of the original Fund. The 
investment objective of the Growth Fund series, into 
which Chase and Phoenix Capital will be transferred, 
is to seek long-term growth of capital. The Stock 
Fund series, into which the assets of Frontier and 
Special will be transferred, has an investment 
objective of aggressively seeking capital 
appreciation. To achieve this objective, the Stock 
Fund series may employ “leverage” by borrowing 
money and using such proceeds to increase its 
investments in securities above the amounts 
otherwise possible. The Balanced Fund series, into 
which the assets of Shareholders and Phoenix Fund 
will be transferred, has the investment objective of 
providing reasonable income, long-term capital 
growth, and conservation of capital. Thus, according 
to the application, the objectives of each of the 
Funds are virtually identical to the investment 
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objectives of the applicable series. Applicants 
further state that any significant sales of portfolio 
securities which occur in connection with the 
Proposed Exchanges will occur prior to the transfer 
of such Fund’s assets. Moreover, since it has been 
determined that the portfolios of the various Funds 
comprising each series are consistent with the 
investment objectives of that series, Applicants 
represent that no undue brokerage commissions or 
other costs will be incurred in liquidating a portion of 
any Fund’s assets. 


With respect to the claims of dissenting 
shareholders of Chase and the Funds under the 
Plans, Applicants represent that, to the extent that 
the state law remedy conflicts with that prescribed 
by the Act, such claims will be processed in 
accordance with the Act and the rules of the 
Commission, and that the shareholders of Chase 
and the Funds will be advised that the state remedy 
might therefore be unavailable. Applicants further 
represent that Phoenix Mutuai will participate in the 
Proposed Exchanges as a shareholder of Phoenix 
Fund and Phoenix Capital on the same basis as all 
other shareholders of Chase and the Funds. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than September 2, 1980, at 
5:30 p.m., submit to the Commission in writing a 
request for a hearing on the application 
accompanied by a statement as to the nature of his 
interest, the reasons for such request, and the 
issues, if any, of fact or law proposed to be 
controverted, or he may request that he be notified if 
the Commission shall order a hearing thereon. Any 
such communication should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request 
shall be served personally or by mail upon 
Applicants at the addresses stated above. Proof of 
such service (by affidavit or, in the case of an 
attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
herein will be issued as of course following said date 
unless the Commission thereafter orders a hearing 
upon request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements 
thereof. 
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For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11295/August 8, 1980 


In the Matter of 


FIDUCIARIES FUND FOR CASH RESERVES 
c/o William J. Nutt, Esq. 

Ballard, Spahr, Andrews & Ingersoll 

30 South 17th Street 

Philadelphia, Pennsylvania 19103 
(811-2617) 


ORDER TERMINATING REGISTRATION PURSUANT 
TO SECTION 8(f) OF THE INVESTMENT COMPANY 
ACT OF 1940 


On June 17, 1980, a notice was issued (Investment 
Company Act Release No. 11221) stating that the 
Commission proposed, pursuant to Section 8(f) of 
the Investment Company Act of 1940 (“Act”), to 
declare by order on its own motion that Fiduciaries 
Fund for Cash Reserves (“Fund”), registered under 
the Act as a diversified, open-end, management 
investment company, has ceased to be an 
investment company as defined by the Act. 


The notice gave interested persons an opportunity to 
request a hearing, and stated that an order disposing 
of the matter would be issued as of course unless a 
hearing should be ordered. No request for a hearing 
has been filed and the Commission has not ordered 
a hearing. 


The matter has been considered and it is found that 
the Fund has ceased to be an investment company. 
Accordingly, 


IT IS ORDERED, pursuant to Section 8(f) of the Act, 
that the registration of Fiduciaries Fund for Cash 
Reserves under the Act shall forthwith cease to be in 
effect. 


For the Commission, by the Division of Investment 

Management, pursuant to delegated authority. 
George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11296/August 8, 1980 


In the Matter of 


TRINWALL BOND FUND, INC. 
61 Broadway 
New York, New York 10006 


(811-2596) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
8(f) OF THE ACT FOR AN ORDER DECLARING THAT 
APPLICANT HAS CEASED TO BE AN INVESTMENT 
COMPANY 


NOTICE IS HEREBY GIVEN that Trinwall Bond Fund, 
Inc. (“Applicant”), an open-end, diversified, 
management company registered under the 
Investment Company Act of 1940 (“Act”), filed an 
application on June 17, 1980, pursuant to Section 
8(f) of the Act and Rule 8f-1 thereunder, for an order 
of the Commission declaring that Applicant has 
ceased to be an investment company as defined in 
the Act. All interested persons are referred to the 
application on file with the Commission for a 
statement of the representations contained therein, 
which are summarized below. 


Applicant, a Maryland corporation, states that it filed 
a registration statement under Section 8(b) of the 
Act on or about September 29, 1975. Applicant 
states that on February 11, 1980, pursuant to an 
agreement approved by Applicant’s shareholders on 
February 8, 1980, The Putnam Income Fund, Inc. 
(“Putnam”) acquired substantially all of Applicant’s 
assets in exchange for Putnam common stock, and 
Applicant mailed a confirmation to each 
shareholder reflecting his pro rata number of such 
shares. 


Applicant submits that it has no assets, nor any 
debts or other liabilities outstanding. Applicant also 
submits that it is not a party to any litigation or 
administrative proceedings. Applicant states that it 
is not now engaged, and does not propose to engage, 
in any business activities other than those necessary 
for the winding up of its affairs. According to the 
application, it is contemplated that articles of 
dissolution will be filed in Maryland in the near 
future. 


Section 8(f) of the Act provides, in part, that when the 
Commission upon application finds that a registered 
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investment company has ceased to be an 
investment company, it shall so declare by order 
and, upon the effectiveness of such order, the 
registration of such company shall cease to be in 
effect. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than September 2, 1980, at 
5:30 p.m., submit to the Commission in writing, a 
request for a hearing on the application 
accompanied by a statement as to the nature of his 
interest, the reasons for such request and the issues, 
if any, of fact or law proposed to be controverted, or 
he may request that he be notified if the Commission 
shall order a hearing thereon. Any such 
communication should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request shall be served 
personally or by mail upon Applicants at the address 
stated above. Proof of such service (by affidavit or, in 
the case of an attorney-at-law, by certificate) shall be 
filed contemporaneously with the request. As 
provided by Rule 0-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of the 
application herein will be issued as of course 
following said date unless the Commission 
thereafter orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11297/August 11, 1980 


In the Matter of 
ALPEX COMPUTER CORP. 
Commerce Park 


Danbury, Connecticut 06810 


(812-4683) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
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EXTENDING EXEMPTIVE PERIOD OF PRIOR ORDER 
EXEMPTING APPLICANT FROM ALL PROVISIONS OF 
THE ACT OTHER THAN SECTIONS 9, 17(a), 17(d), 
17(e), 23 AND 36 THROUGH 53 AND THE RULES 
AND REGULATIONS THEREUNDER 


Alpex Computer Corp. (“Applicant”), registered 
under the Investment Company Act of 1940 (“Act”), 
as a closed-end management investment company, 
filed an application for an order to extend until 
December 31, 1980 the exemptive period of a prior 
order (Investment Company Act Release No. 10236, 
May 9, 1978) which exempted Applicant for a period 
of two years commencing on May 9, 1978, from 
compliance with all requirements of the Act and the 
rules and regulations thereunder, except those 
requirements set forth in Sections 9, 17(a), 17(d), 
17(e), 23 and 36 through 53 of the Act and the rules 
and regulations under such provisions (Investment 
Company Act Release No. 10236, May 9, 1978). On 
July 11, 1980, a notice (Investment Company Act 
Release No. 11255) was issued of the filing of said 
application. 


The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing 
of the application would be issued as of course 
unless a hearing should be ordered. No request for a 
hearing has been filed and the Commission has not 
ordered a hearing. 


The matter has been considered, and it is found, on 
the basis of the information stated in the application, 
that the granting of the requested extension is 
appropriate in the public interest and consistent 
with the protection of investors and the purposes 
fairly intended by the policy and provisions of the 
Act. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the prior order (Investment Company Act 
Release No. 10236, May 9, 1978) which exempted 
Alpex Computer Corp. from all provisions of the Act, 
and rules and regulations thereunder other than 
Sections 9, 17(a), 17(d), 17(e), 23 and 36 through 
53 and the rules and regulations thereunder, is 
hereby extended to December 31, 1980. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11298/August 11, 1980 


In the Matter of 


O. N. MARKET YIELD FUND, INC. 
P.O. Box 237 
Cincinnati, Ohio 45201 


(812-4669) 


NOTICE OF FILING OF APPLICATION FOR ORDER 
PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTIONS FROM THE PROVISIONS 
OF SECTION 2(a)(41) OF THE ACT AND RULES 2a-4 
AND 22c-1 THEREUNDER 


NOTICE IS HEREBY GIVEN that O.N. Market Yield 
Fund, Inc. (“Applicant”), registered under the 
Investment Company Act of 1940 (“Act”) as an 
open-end, non-diversified, management investment 
company, filed an application on April 22, 1980, and 
amendments thereto on June 23, 1980, and July 11, 
1980, requesting an order of the Commission, 
pursuant to Section 6(c) of the Act, exempting 
Applicant from the provisions of Section 2(a)(41) of 
the Act and Rules 2a-4 and 22c-1 thereunder, to the 
extent necessary to permit Applicant’s assets to be 
valued at amortized cost. All interested persons are 
referred to the application on file with the 
Commission for a statement of the representations 
contained therein, which are summarized below. 


Applicant states that it is a “money market” fund 
organized as a Maryland corporation; that O.N. 
Investment Company, a wholly owned subsidiary of 
the O.N. Equity Sales Company (“Equity Sales”), 
serves as its investment adviser. Equity Sales is a 
wholly owned subsidiary of The Ohio National Life 
Insurance Company (“Ohio National’). Applicant 
further states that although a registration statement 
relating to its securities has been filed under the 
Securities Act of 1933, such securities will not be 
offered or sold directly to the public. Sales will be 
restricted to Ohio National, its affiliated companies 
and separate accounts, and pension and profit 
sharing plans of such companies. According to the 
application, Applicant’s investment objective is to 
provide investors with maximum current income 
consistent with liquidity and preservation of capital. 
Applicant states that it will seek to achieve this 
objective by investing in a variety of high quality 
money market instruments. 


SEC DOCKET/949 





As here pertinent, Section 2(a)(41) of the Act defines 
value to mean: (i) with respect to securities forwhich 
market quotations are readily available, the market 
value of such securities, and (ii) with respect to other 
securities and assets, fair value as determined in 
good faith by the board of directors. Rule 22c-1 
adopted under the Act provides, in part, that no 
registered investment company or principal 
underwriter therefor issuing any redeemable 
security shall sell, redeem or repurchase any such 
security except at a price based on the current net 
asset value of such security which is next computed 
after receipt of a tender of such security for 
redemption or of an order to purchase or to sell such 
security. Rule 2a-4 adopted under the Act provides, 
as here relevant, that the “current net asset value’ of 
a redeemable security issued by a registered 
investment company used in computing its price for 
the purpose of distribution and redemption shall be 
an amount which reflects calculations made 
substantially in accordance with the provisions of 
that rule, with estimates used where necessary or 
appropriate. Rule 2a-4 further states that portfolio 
securities with respect to which market quotations 
are readily available shall be valued at current 
market value, and that other securities and assets 
shall be valued at fair value as determined in good 
faith by the board of directors of the registered 
company. Prior to the filing of this application, the 
Commission expressed its view that, among other 
things, (1) Rule 2a-4 under the Act requires that 
portfolio instruments of “money market” funds be 
valued with reference to market factors, and (2) it 
would be inconsistent, generally, with the provisions 
of Rule 2a-4 for a “money market” fund to value its 
portfolio instruments on an amortized cost basis 
(Investment Company Act Release No. 9786, May 
31, 1977). 


Applicant states that purchasers of annuity 
contracts to be funded by its shares, including 
sophisticated individual, institutional and 
professional investors, seek stability of principal and 
a steady flow of predictable and competitive 
investment income. Applicant submits that the 
amortized cost method of valuation will enable it to 
achieve these investment objectives. It asserts that 
by maintaining a portfolio of high quality money 
market instruments with a dollar weighted average 
portfolio maturity of 120 days or less, it will avoid the 
possibility of significant volatility in the value of 
portfolio securities and will be able to offer its 
shareholders the stability they desire and yield 
commensurate with yields available in the general 
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money market. Applicant further asserts*ttrat*by 
restricting its portfolio to securities with a relatively 
short maturity, it will avoid the problems of 
overvaluation and undervaluation with which the 
Commission was concerned in Investment 
Company Act Release No. 9786. 


Applicant represents that for the foregoing reasons, 
its Board of Directors has determined in good faith 
that, in light of Applicant’s characteristics, the 
amortized cost method of valuation, absent unusual 
circumstances, is appropriate and preferable to the 
use of a market based valuation method, and 
reflects the fair value of portfolio securities. 
Applicant further represents that it will continually 
monitor valuations indicated by methods other than 
amortized cost in order to effect any changes in the 
valuation method necessary to assure that portfolio 
securities are valued in a fair manner in view of all 
pertinent factors. Accordingly, Applicant requests 
exemptions from the provision of Section 2(a)(41) of 
the Act and Rules 2a-4 and 22c-1 thereunder, to the 
extent necessary to permit its assets to be valued as 
set forth in the application, as described above, 
whether or not market quotations are available. 


Section 6(c) of the Act provides, in part, that the 
Commission may, upon application, conditionally or 
unconditionally exempt any person, security, or 
transaction, or any class or classes of persons, 
securities, or transactions, from any provision or 
provisions of the Act or the rules thereunder, if and to 
the extent that such exemption is necessary or 
appropriate in the public interest and consistent 
with the protection of investors and the purposes 
fairly intended by the policy and provisions of the 
Act. Applicant submits that the granting of the 
requested exemptions would be consistent with 
these standards. 


Applicant consents to the imposition of the following 
conditions in an order granting the relief it requests: 


1. Applicant will limit its portfolio investments, 
including repurchase agreements, to those United 
States dollar denominated instruments which its 
Board of Directors determines present minimal 
credit risks, and which are of “high quality” as 
determined by any major rating service or, in the 
case of any instrument that is not rated, of 
comparable quality as determined by the Board of 
Directors. 


2. Applicant will maintain a dollar weighted average 
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portfolio maturity appropriate to its objective of 
maintaining a stable net asset value of $10.00 per 
share; provided, however, that Applicant will neither 
(a) purchase any instrument with a remaining 
maturity of greater than one year, nor (b) maintain a 
dollar weighted average portfolio maturity in excess 
of 120 days.! 


3. In supervising Applicant’s operations and 
delegating special responsibilities involving 
portfolio management to Applicant’s investment 
adviser, the Board of Directors undertakes—as a 
particular responsibility within the overall duty of 
care owed to its shareholders—to establish 
procedures reasonably designed, taking into 
account current market conditions and Applicant’s 
investment objective, to stabilize Applicant’s net 
asset value per share, as computed for the purpose 
of distribution, redemption and repurchase, at 
$10.00 per share. 


4. Included within the procedures to be adopted by 
Applicant’s Board of Directors shall be the following: 


(a) Review by the Board of Directors, as it deems 
appropriate and at such intervals as are reasonable 
in light of current market conditions, to determine 
the extent of deviation, if any, of the net asset value 
per share as determined by using available market 
quotations from Applicant’s $10.00 amortized cost 
price per share, and the maintenance of records of 
such review. 


(b) In the event such deviation from the $10.00 
amortized cost price exceeds 1/2 of 1 percent, a 
requirement that the Board of Directors will 
promptly consider what action, if any, should be 
initiated. 


(c) Where the Board of Directors believes the extent 
of any deviation from Applicant’s $10.00 amortized 
cost price per share may result in material dilution or 
other unfair results to investors or existing 
shareholders, it shall take such action as it deems 
appropriate to eliminate or to reduce to the extent 





In fulfilling this condition, if the disposition of a 
portfolio instrument results in a dollar weighted 
average portfolio maturity in excess of 120 days, 
Applicant will invest its available cash in such a 
manner as to reduce its dollar weighted average 
portfolio maturity to 120 days or less as soon as 
reasonably practicable. 
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reasonably practicable such dilution or unfair 
results, which action may include: redemption of 
shares in kind; selling portfolio instruments prior to 
maturity to realize capital gains or losses, or to 
shorten Applicant's average portfolio maturity; 
withholding dividends; or utilizing a net asset value 
per share as determined by using available market 
quotations. 


5. Applicant will record, maintain, and preserve 
permanently in an easily accessible place a written 
copy of the procedures (and any modifications 
thereto) described in paragraph 3 above, and 
Applicant will record, maintain and preserve for a 
period of not less than six years (the first two years in 
an easily accessible place) a written record of the 
Board of Directors’ considerations and actions taken 
in connection with the discharge of its 
responsibilities, as set forth above, to be included in 
the minutes of the Board of Directors’ meetings. The 
documents preserved pursuant to this condition 
shall be subject to inspection by the Commission in 
accordance with Section 31(b) of the Act, as if such 
documents were records required to be maintained 
pursuant to rules adopted under Section 31(a) ofthe 
Act. 


6. Applicant will include in each quarterly report, as 
an attachment to Form N-1Q, a statement as to 
whether any action pursuant to paragraph 4(c) 
above was taken during the preceding fiscal quarter 
and, if any such action was taken, will describe the 
nature and circumstances of such action. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than September 8, 1980, at 
5:30 p.m., submit to the Commission in writing, a 
request for a hearing on this matter accompanied by 
a statement as to the nature of his interest, the 
reason for such request, and the issues, if any, of fact 
or law proposed to be controverted, or he may 
request that he be notified if the Commission shall 
order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. A 
copy of such request shall be served personally or by 
mail upon Applicant at the address stated above. 
Proof of such service (by affidavit or, inthe case of an 
attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
will be issued as of course following said date unless 
the Commission thereafter orders a hearing upon 
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request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11299/August 11, 1980 


In the Matter of 


BONDSTOCK CORPORATION 
1100 One Washington Plaza 
Tacoma, Washington 98402 


(811-502) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 8(f) OF THE ACT FOR ORDER DECLARING 
THAT APPLICANT HAS CEASED TO BE AN 
INVESTMENT COMPANY 


NOTICE IS HEREBY GIVEN that Bondstock 
Corporation (“Applicant”), registered under the 
Investment Company Act of 1940 (“Act”) as a 
diversified, open-end, management investment 
company, filed an application on May 19, 1980, for 
an order of the Commission, pursuant to Section 8(f) 
of the Act, declaring that Applicant has ceased to be 
an investment company as defined by the Act. All 
interested persons are referred to the application on 
file with the Commission for a statement of the 
representations contained therein, which are 
summarized below. 


Applicant states that it is a corporation organized 
and existing under the laws of the State of Delaware 
and that on December 1, 1948, it registered under 


the Act. Its initial registration statement filed 
pursuant to the Securities Act of 1933 (“1933 Act”), 
covering 288,500 shares of common stock, became 
effective on December 20, 1949. According to the 
application, in December, 1954, Applicant became 
an open-end investment company and commenced 
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a continuous offering of its shares. Applicant 
represents that it maintained the continuous 
offering of its shares until January 23, 1980, when 
the sale of such shares was permanently 
discontinued. 


According to the application, the Board of Directors 
approved, originally on February 21, 1979, and 
subsequently on May 18, 1979, August 24, 1979, 
and January 22, 1980, an Agreement and Plan of 
Reorganization (“Plan”) whereby substantially all 
the property, assets and goodwill of Applicant would 
be transferred to Security Equity Fund, Inc. 
(“Equity”), a company registered under the Act as an 
open-end, diversified, management investment 
company, in exchange for shares of voting capital 
stock of Equity. The Plan was approved by 
Applicant’s shareholders on January 23, 1980. 


Applicant states that prior to the exchange of shares 
pursuant to the Plan, it paid, in cash or through 
dividend reinvestment, a final dividend of $0.11 per 
share to shareholders of record on January 22, 1980. 
Applicant further states that as of January 23, 1980, 
the effective date of the reorganization, it had 
2,463,973.622 shares of common stock, par value 
$1.00, outstanding, with a per share net asset value 
of $6.25, resulting in an aggregate net asset value of 
$15,405,330 for Applicant, and that the net asset 
value per share of Equity as of that date was $5.91. 


Applicant states that pursuant to the Plan: (1) all of 
its assets, including portfolio securities, were 
transferred to Equity in exchange solely for shares of 
capital stock of Equity, and (2) the number of shares 
of Equity received by Applicant was determined on 
the basis of relative net asset values, using Equity’s 
valuation procedures to value Applicant’s assets. 
Applicant further states that immediately following 
the closing, it distributed pro rata to its shareholders 
of record as of the close of business on January 23, 
1980, the shares of Equity it received, which resulted 
in Applicant’s shareholders receiving 1.058 shares 
of Equity for each share of Applicant. 


Applicant represents that $61,417 of expenses were 
incurred in connection with the reorganization and 
that such expenses were allocated between 
Applicant and Frank Russell Co., Inc. (“Russell”), its 
investment adviser, with Russell paying $20,000 
and Applicant bearing the remaining $41,417. 
Applicant estimates that approximately $7,000 of 
these expenses would have been incurred in the 
normal course of operations. Applicant states that at 
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this time it has no security holders; it is not a party to 
any litigation or administrative proceedings; and it is 
not now engaged and does not propose to engage in 
any business activities other than those necessary 
for the winding up of its affairs. 


On February 12, 1980, Applicant filed Articles of 
Dissolution with the Secretary of the State of 
Delaware. Applicant states that as of April 30, 1980, 
it had retained assets of $110.85 to cover 
miscellaneous expenses connected with its 
dissolution and that as of March 30, 1980, therewas 
a remaining balance of $3,017.73 in a corporate 
checking account representing thirty dividend 
checks not yet presented to the bank for payment, 
which constitutes the only known liability of 
Applicant which remains outstanding. Applicant 
represents that it has made extensive efforts to 
locate the shareholders entitled to those dividend 
checks and that Security Management Company 
(investment adviser of Equity) will continue the 
efforts to locate such shareholders. In addition, 
Applicant states that such monies will be held by 
Russell in a separate bank account until shortly 
before the end of 1980, at whichtime the monies will 
be distributed under applicable escheat laws. 


Section 8(f) of the Act provides, in part, that when the 
Commission, upon application, finds that a 
registered investment company has ceased to be an 
investment company, it shall so declare by order 
and, upon the taking effect of such order, the 
registration of such company under the Act shall 
cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than September 8, 1980, at 
5:30 p.m., submit to the Commission in writing a 
request for a hearing on this matter accompanied by 
a statement as to the nature of his interest, the 
reason for such request, and the issues, if any, of fact 
or law proposed to be controverted, or he may 
request that he be notified if the Commission shall 
order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. A 
copy of such request shall be served personally or by 
mail upon Applicant at the address stated above. 
Proof of such service (by affidavit or, inthe case of an 
attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
will be issued as of course following said date unless 
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the Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11300/August 12, 1980 


In the Matter of 


INSURED MUNICIPALS-INCOME TRUST 

INVESTORS’ CORPORATE-INCOME TRUST 

INVESTORS’ GOVERNMENTAL SECURITIES 
INCOME TRUST 

INVESTORS’ QUALITY TAX-EXEMPT TRUST 

VAN KAMPEN FILKIN & MERRITT, INC. 

DAIN BOSWORTH, INCORPORATED 

c/o Van Kampen Filken & Merritt, Inc. 

208 South LaSalle Street 

Chicago, Illinois 60604 


(812-4226) 


ORDER AMENDING A PREVIOUS ORDER OF THE 
COMMISSION GRANTING EXEMPTION FROM THE 
PROVISIONS OF SECTION 22(d) OF THE ACT 
PURSUANT TO SECTION 6(c) OF THE ACT AND 
PERMITTING AN OFFER OF EXCHANGE PURSUANT 
TO SECTION 11 OF THE ACT 


On July 16, 1980, a notice was issued (Investment 
Company Act Release No. 11260) of an application 
filed on June 13, 1980, and an amendment thereto 
on June 24, 1980, by Insured Municipals-Income 
Trust, Investors’ Corporate-Income Trust, Investors’ 
Governmental Securities-Income Trust and 
Investors’ Quality Tax-Exempt Trust, all registered 
under the Investment Company Act of 1940 (the 
“Act”) as unit investment trusts (collectively referred 
to herein as the “Funds”), their sponsor Van Kampen 
Filkin & Merritt, Inc., and a co-sponsor of Investors’ 
Corporate-Income Trust, Dain Bosworth, 
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Incorporated (collectively referred to as the 
‘Applicants’’), requesting an order of the 
Commission amending an earlier order of the 
Commission dated June 29, 1979 (Investment 
Company Act Release No. 10758), which earlier 
order amended other orders of the Commission 
dated November 28, 1978 (Investment Company 
Act Release No. 10498), October 17, 1978 
(Investment Company Act Release No. 10442), and 
January 31, 1978 (Investment Company Act Release 
No. 10109). These orders pursuant to Section 6(c) of 
the Act exempted from the provisions of Section 
22(d) of the Act the offer and sale of units of such 
Funds pursuant to a conversion option (the “Plan”), 
and pursuant to Section 11 ofthe Act permitted such 
Funds to offer their units at net asset value plus a 
fixed dollar sales charge pursuant to the Plan. The 
amended order permits the Applicants to extend the 
Plan to certificateholders of Series 1 and subsequent 
series (as such series may from time to time be 
created) of Pennsylvania Insured Municipal Bond 
Trust and Investors’ Municipal Pennsylvania Unit 
Trust. 


[he notice gave interested persons an opportunity to 
request a hearing, and stated that an order disposing 
of the application would be issued as of course 
unless a hearing should be ordered. No request for a 
hearing has been filed, and the Commission has not 
ordered a hearing. 


The matter has been considered, and it is found that 
granting of the requested exemption is appropriate 
in the public interest and consistent with the 
protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 
Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) and 11 of 
the Act, that the application for amendment of the 
Commission's order dated June 29, 1979, contained 
in Investment Company Act Release No. 10758, to 
the extent requested, be, and hereby is, granted, 
effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11301/August 12, 1980 


In the Matter of 


PAINE, WEBBER MUNICIPAL BOND FUND 
FIRST SERIES, 

PAINE, WEBBER MUNICIPAL BOND FUND 
SECOND SERIES, 

PAINE, WEBBER MUNICIPAL BOND FUND 
THIRD SERIES, 

THE MUNICIPAL BOND FUND, SERIES ONE 
THROUGH SERIES FORTY-THREE, 

THE MUNICIPAL BOND TRUST, SERIES FORTY- 
FOUR AND SUBSEQUENT SERIES, 

THE MUNICIPAL BOND TRUST, MULTI-STATE 
PROGRAM SERIES ONE AND 
SUBSEQUENT SERIES, 

THE CORPORATE BOND TRUST, SERIES ONE 
AND SUBSEQUENT SERIES, 

THE MUNICIPAL BOND TRUST, PUERTO RICO 
SERIES ONE AND SUBSEQUENT SERIES, 

THE MUNICIPAL BOND TRUST, MULTIPLE 
MATURITY SERIES ONE AND 
SUBSEQUENT SERIES, 


and 


PAINE, WEBBER, JACKSON & CURTIS 
INCORPORATED 

1221 Avenue of the Americas 

New York, New York 10020 


(812-4628) 


NOTICE OF FILING OF APPLICATION FOR AN 
ORDER PURSUANT TO SECTION 11 OF THE ACT 
PERMITTING CERTAIN EXCHANGE TRANSAC- 
TIONS AND PURSUANT TO SECTION 6(c) OF THE 
ACT EXEMPTING SUCH EXCHANGE TRANSAC- 
TIONS FROM THE PROVISIONS OF SECTION 22(d) 
OF THE ACT 


NOTICE IS HEREBY GIVEN that Paine, Webber 
Municipal Bond Fund First Series; Paine, Webber 
Municipal Bond Fund Second Series; Paine, Webber 
Municipal Bond Fund Third Series (the “Paine 
Webber Series”); The Municipal Bond Fund, Series 
One through Series Forty-Three; The Municipal 
Bond Trust, Series Forty-Four and subsequent series 
(the “National Series”); The Municipal Bond Trust, 
Multi-State Program Series One and subsequent 
series (the “Multi-State Series”); The Corporate 
Bond Trust, Series One and subsequent series (the 
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“Corporate Series”); The Municipal Bond Trust, 
Puerto Rico Series One and subsequent series (the 
“Puerto Rico Series”); The Municipa! Bond Trust, 
Multiple Maturity Series One and subsequent series 
(the “Multiple Maturity Series”) (collectively referred 
to as the “Trusts”); and Paine, Webber, Jackson & 
Curtis Incorporated (the “Sponsor’) (the Trust and 
the Sponsor collectively referred to as Applicants”) 
filed an application on March 12, 1980, and an 
amendment thereto on July 14, 1980, for an order of 
the Commission (1) pursuant to Section 11 of the Act 
permitting the exchange of units of certain series of 
the Trusts for units of other series of the Trusts, 
pursuant to an exchange option, at net asset value 
plus a sales charge of $15 per unit, and (2) pursuant 
to Section 6(c) of the Act exempting such exchange 
transactions from the provisions of Section 22(d) of 
the Act. All interested persons are referred to the 
application on file with the Commission for a 
statement of the representations contained therein, 
which are summarized below. 


The Paine Webber Series and the National Series 
consist of separate unit investment trusts created 
under the laws of the State of New York by separate 
trust indentures and agreements among the 


Sponsor, United States Trust Company of New York 


as trustee (the “Trustee”) and Standard & Poor's 
Corporation as evaluator (the “Evaluator’). The 
investment objectives of the trust comprising the 
Paine Webber Series and the National Series are 
federally tax exempt income, and conservation of 
capital through investment in a fixed portfolio of 
interest-bearing municipal bonds. The Multi-State 
Series consists of separate unit investment trusts 
created under the laws of the State of New York by 
separate trust agreements among the Sponsor, the 
Trustee and the Evaluator. The portfolios of the 
trusts comprising the Multi-State Series contain 
interest-bearing municipal bonds issued by 
governmental entities located within the state for 
which each trust is named and the investment 
objective of each trust is conservation of capital, and 
interest income that is exempt from federal, state 
and local income taxation for residents of the state 
for which such trust is named. The Corporate Series 
consists of separate unit investment trusts created 
under the laws of the State of Massachusetts by 
separate trust agreements among the Sponsor, the 
Trustee and Interactive Data Corporation as 
evaluator. The portfolio of each trust comprising the 
Corporate Series contains primarily bonds, 
debentures, notes and other debt securities issued 
by corporations. A limited portion of the portfolios of 
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the Corporate Series may, under certain 
circumstances, contain long-term obligations 
issued or guaranteed by the United States or 
agencies or instrumentalities thereof, or corporate 
obligations which have been privately placed. The 
investment objective of each trust comprising the 
Corporate Series is to provide interest income 
consistent with the preservation of capital. The 
trusts which comprise the Paine Webber Series, the 
National Series, the Multi-State Series and the 
Corporate Series are each registered separately 
under the Act as unit investment trusts. 


The trusts which will comprise the Puerto Rico Series 
and the Multiple Maturity Series are not currently in 
existence. Applicants represent, however, that they 
anticipate those trusts will be organized and will 
register under the Act. Applicants state that the 
portfolio of each trust comprising the Puerto Rico 
Series is expected to consist solely of interest- 
bearing municipal obligations issued by 
governmental entities located within the Common- 
wealth of Puerto Rico and that the investment 
objective of the trusts in the Puerto Rico Series will 
be conservation of capital, and interest income 
which is exempt from federal, state and local income 
taxation. Applicants also represent that the Multiple 
Maturity Series will consist of one unit investment 
trust with a portfolio which will contain interest- 
bearing municipal obligations with long-term 
maturities of not less than fifteen years, and another 
separate trust with a portfolio which will contain 
municipal obligations with intermediate-term 
maturities of not more than fifteen years. 


Applicants state that, although the Sponsor is not 
obligated to do so, the Sponsor intends to maintain a 
market for units of each Trust and continuously offer 
to purchase any such unit at a price based on the 
aggregate offering price of the underlying securities 
in the portfolio of the Trust plus accrued interest. 
Applicants also state that the Sponsor may 
discontinue such purchases at any time. In that 
event, the Sponsor may nonetheless purchase units 
of the Trusts at a price based on the current 
redemption price of those units. However, if the 
Sponsor repurchases units of a Trust in the 
secondary market at prices below the offering prices 
of the underlying bonds in the portfolio of such Trust, 
it will not resell those units in the secondary market. 


Applicants state that the Sponsor proposes to allow 


purchasers of units of any of the Trusts (“Certificate- 
holders”) to exchange the units which they hold for 
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units of other series of the same Trust or for units of 
other Trusts that the Sponsor has repurchased inthe 
secondary market and has not tendered to the 
Trustee for redemption (collectively, the “Exchange 
Trusts’). The Sponsor proposes to permit such 
exchanges at net asset value plus a sales charge per 
unit exchanged (the “Exchange Option”). Applicants 
represent that the Exchange Option would be 
available only with respect to units of various series 
of the Exchange Trusts for which a secondary market 
is being maintained. A Certificateholder wishing to 
dispose of such units would be able to exchange 
them for units of another series of the same Trust or 
for units of any series of any other Exchange Trust. 
Applicants state that although it is not presently 
contemplated that Certificateholders will be 
permitted to exchange their units either for units of 
other series of the same Trust or for units of any 
series of the Exchange Trusts that are available on 
original issue, the Sponsor may, at some future date, 
permit such exchanges. Applicants state that while 
the Sponsor intends to hold the Exchange Option 
open under most circumstances, the Sponsor will 
reserve the right to modify, suspend or terminate the 
Exchange Option at any time without further notice 
to Certificateholders. 


Applicants represent that an exchange effected 
pursuant to the Exchange Option would operate in a 
manner essentially identical to any secondary 
market transaction, except that the Sponsor 
proposes to impose a reduced sales charge on each 
exchange transaction. When a Certificateholder 
notifies the Sponsor of his desire to exercise the 
Exchange Option, he will receive a current 
prospectus for one or more series of the Exchange 
Trusts in which the Certificateholder has indicated 
an interest and for which the Sponsor has units, 
acquired in the secondary market, available to offer 
to the Certificateholder. Applicants state that, under 
the Exchange Option, a Certificateholder would not 
be permitted to make up any difference between the 
amount representing the units being submitted for 
exchange and the units being acquired, and would 
be permitted to acquire only whole units of the 
Exchange Trust. Applicants state that any excess 
amounts representing the sales price of units 
submitted for exchange would be resubmitted tothe 
Certificateholder. 


Units of any series of the Trusts repurchased by the 
Sponsor in the secondary market are normally 
resold to the public at a public offering price based 
on the offering side evaluation of the underlying 
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portfolio securities in the portfolio of the Trust plus a 
sales charge of 3.846% of the public offering price. 
The Sponsor proposes to sell units of the Exchange 
Trusts pursuant to the Exchange Option at a price 
equal to the offering side evaluation of the 
underlying portfolio securities of the Exchange Trust 
divided by the number of units outstanding (the 
“Unit Offering Price”), plus a charge of $15 per unit. 
Applicants maintain that such $15 charge can be 
expected to approximate about 14% of the Unit 
Offering Price. The Sponsor reserves the right to 
increase or decrease such charge from time to time 
in the event of fluctuations in the costs of 
professional assistance and operational expenses in 
connection with its exchange transactions. 
Applicants state that a Certificateholder who has 
purchased units of a series and paid a per unit sales 
charge which was less than the per unit sales charge 
of the series of the Exchange Trust for which such 
Certificateholder desires to exchange would be 
permitted to exercise the Exchange Option at the 
Unit Offering Price plus the sales charge of $15 per 
unit, provided that such Certificateholder has held 
his units for a period of at least eight months. Any 
Certificateholder who has not held the units to be 
exchanged for an eight month period would be 
permitted to exchange such units for units of an 
Exchange Trust only at the Unit Offering Price plus a 
sales charge based on the greater of $15 per unit or 
an amount which, together with the initial sales 
charge paid in connection with the acquisition of the 
units being exchanged, equals the sales charge of 
the series of the Exchange Trust for which such 
Certificateholder desires to exchange, determined 
as of the date of the exchange. 


Section 11(c) of the Act provides, in pertinent part, 


that exchange offers involving registered unit 
investment trusts are subject to the provisions of 
Section 11(a) of the Act irrespective of the basis of 
exchange. Section 11(a) of the Act provides that it 
shall be unlawful for any registered open-end 
company or any principal underwriter for such a 
company to make, or cause to be made, an offer to 
the holder of a security of such company or any other 
open-end investment company to exchange his 
security for a security in the same or another such 
company on any basis other than the relative net 
asset values of the respective securities to be 
exchanged, unless the terms of the offer have first 
been submitted to and approved by the 
Commission. Applicants request an order, pursuant 
to Section 11 of the Act, approving the terms of the 
Exchange Option. 
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Section 22(d) of the Act provides, in pertinent part, 
that no registered investment company or principal 
underwriter thereof shall sell any redeemable 
security issued by such company to any person 
except at a current offering price described in the 
prospectus. The sales charge described in the 
prospectus of each of the Trusts for effecting regular 
secondary market transactions is greater than the 
charge which would be applicable to transactions 
under the Exchange Option. Rule 22d-1 under the 
Act permits certain variations in sales charges, none 
of which, it is alleged by Applicants, will be 
applicable to transactions under the Exchange 
Option. 


Section 6(c) of the Act provides, in pertinent part, 
that the Commission, by order upon application, 
may conditionally or unconditionally exempt any 
person, security, or transaction, or any class or 
classes of persons, securities or transactions from 
any provision of the Act or any rule or regulation 
under the Act, if and to the extent such exemption is 
necessary or appropriate in the public interest and 
consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions 
of the Act. Applicants request an order, pursuant to 
Section 6(c) of the Act, exempting exchanges of 
units of the Trusts made pursuant to the Exchange 
Option from the provisions of Section 22(d) of the 
Act. 


Applicants submit that a person desiring to dispose 
of units of one series and acquire units of another 
series of the Exchange Trusts may wish to do so fora 
number of reasons, such as a change in his or her 
particular investment goals or requirements, or in 
order to take advantage of possible tax benefits 
flowing from the exchange. Applicants state that the 
purpose of the Exchange Option is to permit the 
Sponsor to pass on to the Certificateholder the cost 
savings resulting from reductions in time and 
expense related to advice, financial planning and 
operational expense required for the Exchange 
Option. Accordingly, Applicants maintain that the 
proposed reduction in sales charge would be 
beneficial to all Certificateholders. 


Applicants assert that requiring Certificateholders, 
who hold units of a series of a Trust which were 
acquired at a lower sales charge than the sales 
charge with respect to the units of the Exchange 
Trust to be acquired under the Exchange Option, to 
pay an adjusted sales charge for such exchange 
during the first eight months in which they have held 
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the units to be exchanged maintains equitable 
treatment of various Certificateholders. For 
example, Applicants maintain that it may be 
possible, under certain circumstances, for a 
Certificateholder to acquire units of a series of a 
Trust with a lower sales charge and immediately to 
convert such units into other units of the same Trust 
or into units of a series of another Exchange Trust 
and to pay a lower total sales charge than a 
Certificateholder purchasing units of such Trust 
directly. Applicants state that, under normal 
circumstances, this situation is unlikely, since the 
initial sales charge on direct purchases of units of 
series with a lower sales charge (currently 3.846% of 
the public offering price) plus the conversion sales 
charge ($15 per unit, or approximately 112% of the 
public offering price) usually will exceed the sales 
charge related to direct purchases of units of series 
of that Trust. However, if the price of the units of a 
series of an Exchange Trust were to increase sharply, 
the $15 sales charge on an exchange could 
represent less than the difference between the lower 
sales charge and the higher sales charge. Thus, 
Applicants argue that an exchanging Certificate- 
holder could obtain an unfair advantage when 
compared to investors making direct purchases of 
units of a series of such Trust. Applicants submit 
that, after a Certificateholder of a series with a lower 
sales charge has held units for a period of eight 
months, the discriminatory nature of permitting that 
person to effect an exchange transaction at a 
reduced sales charge is not as compelling, and thus 
the possible abuse outlined above is no longer 
material. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than September 8, 1980, at 
5:30 p.m., submit to the Commission in writing, a 
request for a hearing on the application 
accompanied by a statement as to the nature of his 
interest, the reasons for such request and the issues, 
if any, of fact or law proposed to be controverted, or 
he may request that he be notified if the Commission 
shall order a hearing thereon. Any such 
communication should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request shall be served 
personally or by mail upon Applicants at the address 
stated above. Proof of such service (by affidavit or, in 
the case of an attorney-at-law, by certificate) shall be 
filed contemporaneously with the request. As 
provided by Rule 0-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of the 
application herein will be issued as of course 
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following said date unless the Commission 
thereafter orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11302/August 12, 1980 


In the Matter of 


AMERICAN GENERAL LIFE INSURANCE COMPANY 
OF NEW YORK 


AND 


AMERICAN GENERAL LIFE INSURANCE COMPANY 
OF NEW YORK SEPARATE ACCOUNT E 

90 Presidential Plaza 

Syracuse, NY 13202 


(812-4668) 


ORDER PURSUANT TO SECTION 11 OF THE ACT 
APPROVING CERTAIN OFFERS OF EXCHANGE AND 
PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTIONS FROM THE PROVISIONS 
OF SECTIONS 26(a) AND 27(c)(2) 


American General Life Insurance Company of New 
York Separate Account E (“Separate Account E”), a 


unit investment trust registered under the 
Investment Company Act of 1940 (“Act”), and 
American General Life Insurance Company of New 
York (the “Company”) (hereinafter collectively 
referred to as “Applicants”), filed an application on 
April 14, 1980 and an amendment thereto on July 
28, 1980, pursuant to Section 6(c) of the Act for an 
order exempting Applicants from the provisions of 
Sections 26(a) and 27(c)(2) and for approval of 


certain offers of exchange pursuant to Section 11 of 
the Act. 
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On June 10, 1980, a notice was issued (Investment 
Company Act Release No. 11209) of the filing of the 
application. The notice gave interested persons an 
opportunity to request a hearing and stated that an 
order disposing of the application would be issued as 
of course unless a hearing should be ordered. No 
request for a hearing has been filed and the 
Commission has not ordered a hearing. 


The matter has been considered, and it is found that 
the granting of the requested order is appropriate in 
the public interest and consistent with the protection 
of investors and the purposes fairly intended by the 
policy and provisions of the Act. 


The Commission has, however, not made any 
determination as to whether or not the charges for 
administrative services deducted from Separate 
Account E are reasonable, and has _ reserved 
jurisdiction for such purpose. Accordingly, 


IT 1S ORDERED, pursuant to Section 11 of the Act, 
that the proposed exchange offers be, and hereby 
are, approved, effective forthwith. 


IT IS FURTHER ORDERED, pursuant to Section 6(c) 
of the Act, that the application for exemption from 
the provisions of Section 26(a) and Section 27(c)(2) 
be, and hereby is granted effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11303/August 13, 1980 


In the Matter of 


BACHE HALSEY STUART SHIELDS INCORPORATED 
and 


CORPORATE INVESTMENT TRUST FUND 


(FOURTH THROUGH FIFTEENTH MONTHLY 
PAYMENT SERIES) 


c/o Bache Halsey Stuart Shields Incorporated 
100 Gold Street 
New York, New York 10038 


(812-4548) 
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ORDER PURSUANT TO SECTION 11 OF THE ACT 
APPROVING AN OFFER OF EXCHANGE AND 
PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING AN EXEMPTION FROM THE 
PROVISIONS OF SECTION 22(d) OF THE ACT 


On July 18, 1980, a notice was issued (Investment 
Company Act Release No. 11261) of an application 
filed on October 5, 1979, and an amendment thereto 
on May 19, 1980, by Corporate Investment Trust 
Fund (Fourth through Fifteenth Monthly Payment 
Series) (“Trust”), which is registered under the 
Investment Company Act of 1940 (“Act”) as a unit 
investment trust, and its sponsor, Bache Halsey 
Stuart Shields Incorporated (“Bache”) (hereinafter 
collectively referred to as “Applicant”), requesting 
an order of the Commission (1) pursuant to Section 
11 of the Act permitting the exchange of units of the 
above Series of the Trust for units of other of such 
indicated Series at net asset value plus a fixed and 
reduced sales charge per unit pursuant to an 
exchange option, and (2) for an order pursuant to 
Section 6(c) of the Act, exempting Applicants from 
the provisions of Section 22(d) of the Act to the 
extent necessary to permit such exchanges. 


The notice gave interested persons an opportunity to 
request a hearing, and stated that an order disposing 
of the application would be issued as of course 
unless a hearing should be ordered. No request for a 
hearing has been filed and the Commission has not 
ordered a hearing. 


The matter has been considered, and it is found that 
granting of the requested exemption is appropriate 
in the public interest and consistent with the 
protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 
Accordingly, 


IT IS ORDERED, pursuant to Section 11 of the Act, 
that the proposed offer of exchange be, and hereby 
is, approved. 


IT IS FURTHER ORDERED, pursuant to Section 6(c) 
of the Act, that the application for exemption from 
the provisions of Section 22(d) of the Act, to the 
extent requested, be, and hereby is, granted, 
effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 
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Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11304/August 13, 1980 


In the Matter of 


CAPITAL CORPORATION OF AMERICA 
BARTON M. BANKS 

and 

MARTIN M. NEWMAN 

1521 Walnut St. 

Philadelphia, Pennsylvania 19102 


(812-4561) 


NOTICE OF FILING OF APPLICATION FOR ORDER 
PURSUANT TO SECTION 17(d) OF THE ACT AND 
RULE 17d-1 THEREUNDER PERMITTING JOINT 
TRANSACTION 


NOTICE IS HEREBY GIVEN that Capital Corporation 
of America (“CCA”), registered under the 
Investment Company Act of 1940 (“Act”) as a non- 
diversified, closed-end, management investment 
company and also a federal licensee under the Small 
Business Investment Act of 1958, Martin M. 
Newman (“Newman”), president and director of 
CCA, and Barton M. Banks (“Banks”), secretary and 
director of CCA (hereinafter, CCA, Newman and 
Banks are referred to collectively as “Applicants”), 
filed an application on November 2, 1979, and an 
amendment thereto on June 16, 1980, for an order 
of the Commission, pursuant to Section 17(d) of the 
Act and Rule 17d-1 thereunder, permitting Banks 
and Newman to enter into, and perform pursuant to, 
employment agreements with CCA, which 
agreements were negotiated in connection with the 
sale of a controlling interest in CCA. All interested 
persons are referred to the application on file with 
the Commission for a statement of the 
representations contained therein, which are 
summarized below. 


Applicants state that CCA was organized in 1971 and 
that as of March 13, 1979: (1) its 100,000 common 
shares outstanding were held by 345 shareholders, 
and (2) to CCA’s knowledge, only Banks, Newman, 
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and Harriet R. Banks beneficially owned 5% or more 
of CCA’s outstanding common shares. Applicants 
further state that on March 13, 1979, CCA entered 
into a Stock Purchase Agreement (“Agreement”) to 
sell, in a transaction not involving a public offering, 
219,320 of its authorized but unissued common 
shares to ten persons (“Purchasers”). Because of 
the resulting change of control of CCA, the sale of 
CCA shares pursuant to the Agreement was subject 
to approval of the Small Business Administration 
(“SBA”). On July 18, 1979, SBA approval was issued 
and the 219,320 shares were released to the 
Purchasers for $503,090.23 ($2.294 per share). 
According to the application, the shares were sold at 
their net asset value in accordance with the 
provisions of Section 23(b) of the Act, and such net 
asset value was calculated by valuing the securities 
in CCA’s portfolio at fair value as determined in good 
faith by its board of directors. At the time of the share 
price calculation, CCA’s shares were being traded in 
the over-the-counter market at $1.25 bid and $2.00 
ask per share. 


The Agreement also provided that Banks and 
Newman would enter into employment agreements 
with CCA to provide management and financial 
advice to CCA and, in Newman's case, to oversee the 
daily operation of CCA. Applicants state that under 
the employment agreements Newman will be 
required to perform his duties on a full-time basis, 
but may engage in other business activities which do 
not interfere with his CCA duties. Banks will be 
required to devote as much of his time as he believes 
necessary to accomplish the work of CCA, 
recognizing that Banks will continue to engage in 
other business and professional activities. 
According to the application, the employment 
contracts were to become effective on April 1, 1979, 
and were to continue in effect until March 31, 1984. 
However, as agreed by the parties, the employment 
agreements have not yet become effective. 
Applicants represent that Banks, Newman and CCA 
do not intend to enter into the employment 
agreements absent the issuance of the requested 
order of the Commission. 


The application states that CCA has never utilized an 
external investment adviser to manage its daily 
affairs or to effect portfolio investments, and that 
these functions are performed by Newman and 
Banks. Banks and Newman have been executive 
officers, employees, directors and substantial 
shareholders of CCA since at least 1962. As such, 
they have managed CCA’s affairs subject to the 
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overall supervision of CCA’s board of directors. Since 
his election as a director of CCA on September 17, 
1979, Henry Ginsberg (“Ginsberg”), one of the 
Purchasers, has also actively participated in the 
management of CCA. The application states that 
Ginsberg’s responsibilities include identifying 
investment opportunities, seeking and analyzing 
loan applications, negotiating financial packages 
and researching new investment areas. 


According to the application the salaries of Banks 
and Newman were set in 1974 at $20,000 per year. 
The proposed employment agreements provide for 
salaries of $22,727 for CCA’s 1979 fiscal year and for 
increases of $5,000 per year for each of the next two 
succeeding fiscal years. Any increases in salaries 
applicable to subsequent years of the employment 
agreements will be determined in the future, taking 
into consideration economic conditions, the 
financial performance of CCA, and the prevailing 
salaries for persons with similar qualifications. 
Applicants represent that the salaries proposed in 
the employment agreements, when compared tothe 
salaries paid to comparably positioned executive 
employees by other small business investment 
companies (with assets comparable in size to CCA’s 
assets), will be approximately equal to the industry 
median. 


Banks and Newman, in their executive capacities, 
negotiated the terms of the Agreement with 
Ginsberg, the agent for the Purchasers. Because 
Banks and Newman, affiliated persons of CCA, 
negotiated the Agreement which provides that they 
shall enter into certain employment agreements 
with CCA, Applicants state that the execution of the 
employment agreements, and their performance, 
might be considered to be a joint enterprise or joint 
arrangement as defined by Rule 17d-1(c) under the 
Act. 


Section 17(d) of the Act and Rule 17d-1 thereunder, 
taken together, provide, in part, that it is unlawful for 
an affiliated person of a registered investment 


company, acting as principal, to effect any 
transaction in which such investment company is a 
joint participant, without the permission of the 
Commission. Rule 17d-1 provides, in part, that in 
passing upon applications for orders granting such 
permission, the Commission will consider (1) 
whether the participation of the investment 
company in such transaction on the basis proposed 
is consistent with the provisions, policies and 
purposes of the Act, and (2) the extent to which such 
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participation is on a basis different from or less 
advantageous than that of other participants. As 
noted above, Applicants have requested an order 
pursuant to Rule 17d-1 under the Act permitting the 
execution and performance of the employment 
agreements. 


In support of the requested order, Applicants state 
that the proposed transaction is fair and reasonable 
to the parties and that the participation by CCA, on 
the basis proposed, is consistent with the provisions, 
policies and purposes of the Act and is not ona basis 
less advantageous than that of other participants. 
Applicants state that the Agreement, including its 
requirement concerning the employment 
agreements, was subject to the approval of, and was 
approved by, the board of directors of CCA prior to 
entry of CCA into the Agreement. In addition, 
Applicants state that the employment agreements 
were thereafter approved by a new board of directors 
which included representatives of the Purchasers. 


The application states that Banks and Newman have 
been responsible for the management of CCA’s 
business on a daily basis. They review loan 
applications, make recommendations to CCA’s 
board of directors concerning loans, and are 
responsible for taking steps to bring delinquent 
loans to a current basis and for maintaining a 
reasonably detailed knowledge of the business 
condition of CCA’s borrowers. CCA believes that the 
services of managers who have experience with its 
particular portfolio are necessary to realize the full 
value ascribed to its current investment portfolio, 
and that the retention of Banks and Newman will 
enhance its ability to realize that value. CCA also 
states that with the experience and knowledge of 
Banks and Newman it will be able to expand 
effectively its loan portfolio. Applicants state that 
such expansion is now feasible because of the 
infusion of new capital from the sale of the additional 
shares to the Purchasers and the resulting expanded 
Capacity to borrow from the SBA. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than September 8, 1980, at 
5:30 p.m., submit to the Commission in writing, a 
request for a hearing on the application 
accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues, 
if any, of fact or law proposed to be controverted, or 
he may request that he be notified if the Commission 
shall order a hearing thereon. Any such 
communication should be addressed: Secretary, 
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Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request shall be served 
personally or by mail upon Applicants at the address 
stated above. Proof of such service (by affidavit or, in 
the case of an attorney-at-law, by certificate) shall be 
filed contemporaneously with the request. As 
provided by Rule 0-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of the 
application will be issued as of course following said 
date unless the Commission thereafter orders a 
hearing upon request or upon the Commission’s own 
motion. Persons who request a hearing, or advice as 
to whether a hearing is ordered, will receive any 
notices and orders issued in this matter, including 
the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11305/August 13, 1980 


In the Matter of 


FEDERATED TRUST FOR SHORT-TERM 
MUNICIPAL OBLIGATIONS 

421 Seventh Avenue 

Pittsburgh, Pennsylvania 15219 


(811-2975) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 8(f) OF THE ACT FOR ORDER DECLARING 
THAT APPLICANT HAS CEASED TO BE AN 
INVESTMENT COMPANY 


NOTICE IS HEREBY GIVEN that Federated Trust for 
Short-Term Municipal Obligations (“Applicant”), a 
Massachusetts business trust registered under the 
Investment Company Act of 1940 (“Act”) as an 
open-end, diversified, management investment 
company, filed an application on February 25, 1980, 
pursuant to Section 8(f) of the Act for an order of the 
Commission declaring that Applicant has ceased to 
be an investment company as defined by the Act. All 
interested persons are referred to the application on 
file with the Commission for a statement of the 
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representations contained therein, which are 
summarized below. 


Applicant states that it registered under the Act on 
December 13, 1979, and that on that date it also filed 
a registration statement pursuant to the Securities 
Act of 1933 (“Securities Act”) with respect to the 
issuance of an indefinite amount of shares of capital 
stock. Applicant states that the Securities Act 
registration statement was never declared effective, 
and further states that it has never made a public 
offering of its securities. Applicant represents that it 
has retained no assets, has no debts or other 
liabilities outstanding, and is not a party to any 
litigation or administrative proceeding. Applicant 
further represents that it is not now engaged, and 
does not propose to engage, in any business 
activities other than those necessary for the winding 
up of its affairs. 


Section 8(f) of the Act provides, in pertinent part, 
that whenever the Commission upon application 
finds that a registered investment company has 
ceased to be an investment company it shall so 
declare by order and, upon the effectiveness of such 
order, the registration of such company under the 
Act shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than September 8, 1980, at 
5:30 p.m., submit to the Commission in writing a 
request for a hearing on the application 
accompanied by a statement as to the nature of his 


interest, the reason for such request, and the issues, 


if any, of fact or law proposed to be controverted, or 
he may request that he be notified ifthe Commission 
shall order a hearing thereon. Any such 
communication should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request shall be served 
personally or by mail upon Applicant at the address 
stated above. Proof of such service (by affidavit or, in 
the case of an attorney-at-law, by certificate) shall be 
filed contemporaneously with the request. As 
provided by Rule 0-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of the 
application will be issued as of course following said 
date unless the Commission thereafter orders a 
hearing upon request or upon the Commission’s own 
motion. Persons who request a hearing, or advice as 
to whether a hearing is ordered, will receive any 
notices and orders issued in this matter, including 
the date of the hearing (if ordered) and any 
postponements thereof. 
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For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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Litigation Release No. 9156/August 11, 1980 


SECURITIES AND EXCHANGE COMMISSION v. ETI 
CORPORATION, ET AL. (United States District Court 
for the Northern District of Georgia) Civil Action No. 
80-244A 


Jule B. Greene, Administrator of the Atlanta Regional 
Office of the Securities and Exchange Commission, 
announced that on July 25, 1980, the Honorable 
Richard C. Freeman, United States District Judge for 


the Northern District of Georgia, issued an Order of 
Permanent Injunction against ET! Corporation, ETI 
Investment Corporation (“ETI Investment”), ETI 
Resources, Inc. (“ETI Resources), ET] Management 
Company (“ETI Management”), William P. Crum, Jr. 
(“Crum”), all of Dunwoody, Georgia; and Frank M. 
Milier (“Miller”) of Atlanta, Georgia. The defendants 
consented to the relief requested without admitting 
or denying the allegations of the Complaint which 
was filed on February 13, 1980. 


From about 1975 to about December 31, 1978, the 
corporate defendants were affiliated through Crum 
and Miller in that each owned directly or indirectly a 
50% interest in each of the companies. Effective 
December 31, 1978, however, Miller became the 
sole owner of ETI Resources and its wholly-owned 
subsidiary, ETi Management, and Crum becamethe 
sole owner of ETI Corporation and its wholly-owned 
subsidiary, ETI Investment. 


The Commission’s Complaint alleged that the 
defendants violated the antifraud provisions of the 
Securities Act of 1933, as amended (‘Securities 
Act”) and the Securities Exchange Act of 1934, as 
amended, in the offer and sale of interests in eight oil 
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and gas limited partnerships syndicated and 
managed by ETI Resources or ET! Management. 
Interests in four of these partnerships were offered 
and sold pursuant to the exemption from registration 
provided by Section 4(2) of the Securities Act and/or 
Rule 146 thereunder, and interests in the remaining 
four partnerships were registered under the 


Securities Act with the Commission. In all, about 240 
persons initially invested more than $3,000,000 in 
these eight oil and gas investment programs. 


The Complaint charges that the defendants 
misrepresented, among other things, that funds of 
the limited partnerships would not be used for the 
purpose of developing oil and gas properties owned 
by affiliated entities and that funds of the limited 
partnerships would be utilized in accordance with 
the representations contained in the offering 
documents. The Complaint further charges that the 
defendants failed to inform investors and 
prospective investors, among other things, that 
funds of certain limited partnerships were utilized to 
pay drilling and other expenses of affiliated entities 
and that affiliated entities which had received loans 
could not promptly repay the funds owed, which 
have increased from about $74,000 as of December 
1976 to approximately $241,500 as of December 
1978. 


In addition to consenting to the injunctive relief, the 
defendants entered into an undertaking with the 
Commission which provides for the appointment ofa 
special fiscal agent who will review the financial 
statements of the partnerships for December 31, 
1977 and December 31, 1978, investigate the 
current financial status of the partnerships, and 
make a report to the limited partners. 





Litigation Release No. 9157/August 11, 1980 


SEC v. FIRST INDEPENDENT STOCK TRANSFER 
AGENT, INC. AND TERRY E. KIRCHNER (USDC 
Colorado, Civil Action No. 80-M-1026) 


Robert H. Davenport, Administrator of the Denver 
Regional Office of the Securities and Exchange 
Commission, announced that on August 4, 1980, the 
Commission filed a civil Complaint in the United 
States District Court for the District of Colorado 
against First Independent Stock Transfer Agent, 
Inc., a Denver, Colorado securities transfer agent, 
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and Terry E. Kirchner, the Company's president, 
seeking in sum and substance to enjoin them from 
violating, among other things, provisions of the 
Securities Exchange Act of 1934 relating to (1) 
record keeping requirements; (2) the time during 
which turnaround must be made of all securities 
classified as routine items; (3) notice required to be 
given to the defendants’ issuer clients for failure to 
meet turnaround requirements; and (4) limitations 
on business expansion when failing to comply with 
turnaround requirements. 


On August 5, 1980, the Honorable Richard P. 
Matsch, Judge, United States District Court for the 
District of Colorado, entered a Final Judgment of 
Permanent Injunction enjoining the defendants as 
prayed for in the Complaint. The Judgment was 
entered pursuant to the consent of the defendants in 
which they neither admitted nor denied the 
allegations of the Complaint other than the 
jurisdictional allegations. Inthe Judgment, the Court 
required the defendants, in substance, among other 
things: to establish and keep current a record 
keeping system and procedures designed to ensure 
compliance with plaintiffs transfer agent rules; to 
retain independent public accountants in order to 
review the defendants’ recordkeeping system and 
transfer agent procedures; to furnish the plaintiff 
with written certifications with respect to the 
establishment and implementation of 
recommended recordkeeping and transfer agent 
procedures; to give notice to the plaintiff and to the 
defendants’ clients of past failure of the defendants 
to comply with the plaintiffs turnaround require- 
ments; to refrain, temporarily, from an expansion in 
business; and to furnish to the plaintiff semi- 
monthly and monthly reports about the time 
required by the defendants to turnaround items 
presented for transfer. 





Litigation Release No. 9158/August 11, 1980 


SEC v. CAL-AM CORP., ET AL. (United States District 
Court for the Central District of California, Civil 
Action No. 77-4586-AAH) 


Stanley Sporkin, Director of the Division of 
Enforcement and Leonard H. Rossen, Regional 
Administrator for the Securities and Exchange 
Commission in Los Angeles, announced today that 
United States District Judge A. Andrew Hauk has 
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issued final judgments of permanent injunction 
against John E. Crooks, Kenneth J. Fisher, John J. 
Eagen, Robert M. Spillane, Earl J. Martinson, and 
Warren H. Baker. 


These individuals were charged in the complaint, 
filed in December, 1977, with various violations of 
the federal securities laws relating to the sale of 
unregistered securities in 1975, 1976 and 1977. 


The Commission’s complaint sought to enjoin Cal- 
Am Corporation, affiliated corporations and 
individuals, including the above defendants, from 
violations of registration, antifraud and reporting 
provisions of the federal securities laws. The 
complaint alleged that defendants had engaged ina 
massive nationwide scheme since January of 1975 
to solicit and obtain money from the investing public 
in return for unregistered securities. 


Specifically, the complaint alleges, among other 
things, that in 1975, defendants offered and sold 
unregistered securities to the public in the form of 
interests in limited partnerships which were 
allegedly formed to obtain tax and other economic 
benefits from the operation of resort condominiums 
in Hawaii. During that year, the complaint alleges 
that defendants, through the distribution of false and 
misleading offering materials, raised over $2.5 
million from 400 public investors. 


The complaint also alleges that in 1976 defendants 
offered and sold over $30 million worth of 
unregistered securities to public investors through 
false and misleading materials which offered 
interests in approximately 3,000 limited 
partnerships allegedly formed to obtain tax and 
other economic benefits from the mining of coal and 
the operation of oil wells. 


Similarly, the complaint alleges that in 1977, 
defendants offered and sold over $5 million worth of 
unregistered securities to 500 public investors 
through false and misleading materials which 
offered interests in leases and related agreements 
allegedly designed to obtain tax and other economic 
benefits from coal mining and the sale of coal. 


Under the terms of the final judgment entered by 
Judge Hauk, Defendants Crooks, Fisher, Martinson, 
Spillane, Eagen and Baker are enjoined from 
violating the antifraud provisions of Section 17(a) of 
the Securities Act of 1933 and Section 10(b) of the 
Securities Exchange Act of 1934, and from violating 
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the registration provisions of the Securities Act of 
1933. 


Crooks, Fisher, Martinson, Spillane and Baker 
agreed (without admitting or denying the allegations 
of the complaint), to refrain from employing any 
device, scheme or artifice to defraud any person, 
and from obtaining money or property by means of, 
or otherwise making any untrue statement of 
material fact or omitting to state a material fact 
necessary in order to make any statements made, in 
light of the circumstances in which they are made, 
not misleading, concerning any matter, including, 
but not limited to: 


1. The use and application of limited partnership or 
investment funds; 


2. The compensation, commissions, commission 
overrides, consulting fees, finder’s fees, or other 
remuneration paid, whether in cash or other things 
of value, in connection with the promotion, offer or 
sale of any security; 


3. The factual or 
deductions; 


legal basis supporting tax 


4. The applicability of a private offering exemption or 
any other exemption to registration under federal 
securities laws; 


5. The assets or economic viability of any issuer; and 


6. The existence and nature of any conflicts of 
interest. 


Defendant Eagen agreed (without admitting or 
denying the allegations of the complaint) to refrain 
from employing any device, scheme or artifice to 
defraud any person, and from obtaining money or 
property by means of, or otherwise making any 
untrue statement of material fact or omitting to state 
a material fact necessary in order to make any 
statements made, in light of the circumstances in 
which they are made, not misleading, concerning 
any matter, including, but not limited to: 


1. The compensation, commissions, commission 
overrides, consulting fees, finders fees, or other 
remuneration paid, whether in cash or other things 
of value, in connection with the promotion, offer or 
sale of any security; and 


2. The applicability of a private offering exemption or 
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any other exemption to registration under federal 
securities laws. 


On October 25, 1978, Judge Hauk issued a final 
judgment of permanent injunction against Cal-Am 
Corporation; Joseph R. Laird, Jr.; Allstate Securities, 
Inc.; Legal Mortgage Corporation; Dixie Natural 
Resources, Inc.; Dynarad, Inc.; Go Publishing 
Company, Inc.; Bio-Science Resources, Inc.; Kings 
Point Corporation; International Coal Mining Leases, 
Inc.; Black Rock Resources, Inc.; GPL Specialized 
Investments; GPF Coal Investments; Cambridge 
Corporation; and Poly-Tex International, Inc. Final 
judgments of permanent injunction were also 
entered against Donald R. Ford on January 31, 1978; 
James R. Forbes on March 14, 1978; and Arthur J. 
Serxner on August 9, 1978. The final judgments 
permanently enjoined the above-named 
corporations and individuals from further violations 
of the registration and antifraud provisions of the 
federal securities laws. 


The entries of the above-identified final judgments 
were consented to without admitting or denying the 
allegations of the Commission’s complaint. 


Final judgment of permanent injunction have now 
been obtained against all of the parties named inthe 
Commission’s complaint. [Lit. Rel. 8216 (Complaint 
Filed); Lit. Rel. 8521 (Partial Summary Judgment); 
Lit. Rel. 8602 (Permanent Injunctions) ]. 





Litigation Release No. 9159/August 13, 1980 


SECURITIES AND EXCHANGE COMMISSION v. 
ASSOCIATED FOOD STORES, INC. (United States 
District Court for the District of Columbia, Civil 
Action No. 80-1338) 


The Commission announced today that on August 
13, 1980, the United States District Court for the 
District Court for the District of Columbia entered a 
Final Judgment of Permanent Injunction against 
Associated Food Stores, Inc. (“Associated”) of 
Jamaica, New York, restraining and enjoining 
Associated from failing to file timely periodic reports 
and ordering it to comply with certain undertakings. 
Associated, consenting to the entry of the Court’s 
judgment, admitted that it had filed reports in an 
untimely manner on 14 separate occasions. The 
Commission’s Complaint was filed on May 29, 1980. 
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The Complaint had alleged that Associated, as part 
of a continuing course of violative conduct extending 
over several years, failed to file timely with the 
Commission certain Annual Reports and Quarterly 
Reports required to have been filed. Associated has 
agreed to adopt certain procedures to assure timely 
filing of reports required to be filed under the 
Securities Exchange Act of 1934. 





Litigation Release No. 9160/August 14, 1980 


SECURITIES AND EXCHANGE COMMISSION v. 
HOWARD STORES CORPORATION (United States 
District Court for the District of Columbia, Civil 
Action No. 80-1260) 


The Commission announced today that on August 
14, 1980 the United States District Court for the 
District of Columbia entered a Final Judgment of 
Permanent Injunction against Howard Stores 
Corporation of Brooklyn, New York (“Howard”), 
restraining and enjoining Howard from failing to file 
timely periodic reports and ordering it to comply with 
certain undertakings. Howard, consenting to the 
entry of the Court’s judgment, admitted it had failed 
to file reports as alleged in the complaint. The 
Commission’s complaint was filed on May 19, 1980. 


The Complaint alleged that Howard, as part of a 
continuing course of violative conduct extending 
over several years, failed to timely file with the 
Commission certain Annual Reports and Quarterly 
Reports required to have been filed. Howard has 
agreed to adopt procedures to assure timely filing of 
reports required to be filed under the Securities 
Exchange Act of 1934. 





Litigation Release No. 9161/August 14, 1980 


S.E.C. v. U.S. ENERGY CORP., ET AL. (USDC, Colo, 78 
EK 1233) 


Robert H. Davenport, Administrator of the Denver 
Regional Office of the Securities and Exchange 
Commission, announced that on July 25, 1980, the 
Honorable Ewing T. Kerr, Senior Judge, United 
States District Court, District of Wyoming, dismissed 
ihe Commission’s complaint against U.S. Energy 
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Corp., a Wyoming corporation, Crested Butte Silver 
Mining Incorporated, a Colorado corporation, John 
L. Larsen, G. Lloyd Larsen and Max T. Evans, all of 
Riverton, Wyoming. On July 22, 1980, Judge Kerr 
granted the Motion to Dismiss with Prejudice made 
in open court by Daniel P. Svilar of Hudson, 
Wyoming. The complaint alleged that the 
defendants had, in sum and substance, violated the 
antifraud and proxy reporting provisions of the 
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Securities Exchange Act of 1934, as amended. 


The trial of this matter had taken place in Denver, 
Colorado, during January, 1980. 


For further information see Litigation Releases 8987 


and 8563. 
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